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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE 

Applicant : Thomas G. Woolston Art Unit : 3625 

Serial No. : 09/253,014 Examiner : Jeffrey A. Smith 

Filed : February 19, 1999 Conf.No. : 5135 

Title : CONDUCTING AUCTIONS ON THE INTERNET 

Commissioner for Patents 
P.O. Box 1450 
Alexandria, VA 22313-1450 

PATENT OWNER'S OPPOSITION TO TfflRD PARTY REQUESTOR'S PETITION 
FOR ACCESS OR COPIES PURSUANT TO 37 CFR l.Ufh) 

Patent Owner, MercExchange, hereby opposes eBa/s petitions of January 1 1, 2007, filed 
in U.S. Patent Application Nos. 09/253,014, 09/670,562, 09/557,617 and 09/203,286. Patent 
Owner respectfully requests that the petitions be denied. However, should the Office decide to 
grant the petitions and provide eBay with Patent Owner's confidential materials, Patent Owner 
respectfully requests that a representative of the Office first call the undersigned counsel of 
record before producing confidential files to eBay , so that the patent owner may seek an 
appropriate protective order fi-om the court. 

As the Office is aware. Patent Owner's patent enforcement action against adjudicated 
willful infidnger eBay (captioned MercExchange LLC v. eBay et al) has been proceeding for 
over four years and is now active again in the district court on remand fi-om the United States 
Supreme Court and the Court of Appeals for the Federal Circuit (the "enforcement action"). See 
eBay Inc. v. MercExchange, L.L.C., 126 S.Ct. 1837, U.S., 2006; eBay Inc. v. MercExchange, 
L.L.C., 126 S.Ct. 1565 (Mem), U.S., March 17, 2006; eBay Inc. v. MercExchange, L.L.C., 126 
S.Ct. 733 (Mem), U.S., Nov. 28, 2005; MercExchange, L.L.C. v. eBay, Inc., 188 Fed.Appx. 993, 
CA.Fed., July 06, 2006; MercExchange, LLC v. eBay, Inc., 401 F.3d 1323, C.A.Fed. (Va.), 

CERTIFICATE OF MAILING BY FIRST CLASS MAIL 

I hereby certify under 37 CFR § 1.8(a) that this correspondence is being 
deposited with the United States Postal Service as first class mail with 
sufficient postage on the date indicated below and is addressed to the 
Commissioner for Patents, P.O. Box 1450, Alexandria, VA 22313-1450. 

^hlol- 

Date of Deposit 
Signature 

. Nancy Grant 

Typed or Printed Name of Person Signing Certificate 
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March 16, 2005; MercExchange, L.L.C. v. eBay, Inc., 68 Fed.Appx. 182, C.A.Fed., June 02, 

2003; Mercex change, L.L.c. v. eBay, hic, Half.com, Inc., F.Supp.2d , 2006 WL 

3780606, E.D.Va., Decemer 18, 2006; Mercexchange, L.L.C. v. eBay, kic, 275 F.Supp.2d 695, 
E.D.Va., August 06, 2003; MercExchange, L.L.C. v. eBay, Inc., 271 F.Supp.2d 789, E.D.Va., 
October 21, 2002; MercExchange, L.L.C. v. eBay, Inc., 271 F.Supp.2d 784, E.D,Va., October 
21,2002. 

eBay has failed to inform the Office that the exchange of confidential materials in the 
enforcement action is governed by a mutually agreed upon protective order and a recent order of 
the District Court modifying the protective order. In addition, the District Court recently opened 
discovery between the parties for the Hmited purpose of determining the remaining issues m the 
case consistent with the mandate. eBay is propounding document discovery requests. under the 
order for the same confidential information it is seeking from the USPTO and the Patent Owner 
is objecting to its request. See Attachment 1 : Protective Order; Attachment 2: Recent order of 
the court; Attachment 3: eBay document request and our objections. 

eBay's petition should be denied because (1) it circumvents the mutually agreed upon 
confidentiality provisions of the protective order; (2) it exceeds the scope of the District Court's 
order; and (3) eBay has failed to demonstrate that MercExchange made "threatenmg 
representations to the media" or any other purported "special circumstances" in this case. 

Patent owner will not engage eBay's ad hominem, false and highly misleading re-casting 
of the dispute. The Office is well aware of the facts of the case and its high visibility as noted by 
the extensive efforts of the United States SoHcitor's Office and the Department of Justice in the 
United States' amicus curiae brief supporting respondent (MercExchange) and its support of the 
issuance of a permanent injunction in this matter. See Attachment 4: Brief For The United States 
As Amicus Curiae Supporting Respondent. 

eBay has failed to demonstrate why it needs the requested extraordinary relief from the 
Office and could not get that same relief from the courts. Indeed, if eBay were entitled to 
confidential materials from Patent Owner's confidential patent files, then the provisions of the 
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protective order would govern and provide that this information be. produced to outside attorney- 



Patent Owner respectfully requests the Office to deny eBay's Petition for Access and 
afford the courts the opportunity to resolve ongoing discovery disputes under the protections 
provided by the adversarial system. 

Please apply any charges or credits to Deposit Account No. 06-1050. 



Fish & Richardson P.C. 
12390 El Camino Real 
San Diego, Cahfomia 92130 
Telephone: (85.8) 678-5070 
Facsimile; (858) 678-5099 

10705l85.doc 



^ Moreover, eBa/s outside attorney already has Patent Owner's confidential pending patent 
materials under the provisions of the protective order for the validity portion of the 765 and '176 
trial. Discovery is now closed on that issue and can only be reopened by the cpurt. 



eyes only. 



Respectfully submitted. 



Date: 




Applicant : Thomas G. Woolston Attorney's Docket No.: 13466-002002 

Serial No. : 09/253,014 

Filed : February 19, 1999 

Page : 4 of 4 



CERTIFICATE OF SERVICE 

I hereby certify that on this 2"^ day of February, 2007, 1 caused a true and correct copy of 

the foregoing PATENT OWNER'S OPPOSITION TO THIRD PARTY REQUESTOR'S 

PETITION FOR ACCESS OR COPIES PURSUANT TO 37 CFR 1.14(h) to be served via U.S. 

mail, postage prepaid, addressed as follows: . 

JayB.Monahan 
eBay Inc. 

2 1 45 Hamilton Avenue 

San Jose, CA 95125 r\ ry 



John C./jPhiuips 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRICT OF VIRGINIA 

Norfolk Divisimi - . ^ 

MERCEXCHANGE,Li.C, - . \. 

Plaintiff, 

V. Civil Action No. 2:01-CV-736 

eBAY INC., HALF.COM, INC, and 
RETURNBUY, INC., 

E>efendants. 

{Proposed] Stipulated Protective Order 

To expedite the flow of discovery material, facilitate the prompt resolution of disputes 
over confidentiality, and to protect information of a kind whose confidentiality is properiy 
protected under Rule 26(c) of the Federal Rules of Civil Procedure, pursuant to the Court's 
authority under Rule 26(c), md with the consent of the parties, IT IS HEREBY ORDERED: 
1. APPUCABILrrY OF THIS PROTECTIVE ORDER 

This protective Orda- ("OrdcO shall govern the production of all information, 
documents and things, which are subject to disclosure in discovery or submitted to the Court in 
this action, ttiat a party or non-party has in its possession, custody or control. Information, 
documents and things designated under this Order shall be used solely for purposes rdated to the 
subject matter of this litigation and not for any other purpose. This Order applies with equal 
force to all information, documents and things derived firom such infonnation> documents and 
things designated under this Order, including but not limited to, copies, summaries, and abstracts 
of the designated material. 
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2, DESIGNATION OF MATERIAL- 

a* Any party or non-party that produce or provides protected material or 
infoimation* documents or fliings in this litigation may designate sudi matoial as either 
"CONFIDENTIAL" or "CONFIDENTIAL - ATTORNEY'S BYES ONLY" by labeling or 
marking that material or information in the manner desoihed below in paragraphs 6 and 8. Such 
a designation of information, documents or things shall constitute a representation that the party 
or iK)n-paity, in good faith, believes that the designation is appropriate and that the material is 
entided to the protection provided herein. 

• b. The *t:ONFIDENTIAL - ATTORNEY'S EYES ONLY" provision in this Order 
shall af^ly to information, documents or things produced or provided by a party in discovery or 
submitted to the Court in tfiis action that a party or non-party has in its possession, custody or 
control, whidi information, documents or things contain die designating party's or non-party's 
non-public researdi, development, commerdal or financial information, includy|rig without 
limitation testimony at depositions upon oial examination or upon written questions, answm to 
interrogatories, documents or things produced, information obtained from inspection of premises 
or things," and responses to requests for admissions. A designation of ^^CONFIDENTIAL - 
ATTORNEY'S EYES ONLY" shall be used only with certain limited materials that contain non- 
public highly sensitive or confidential trade secrets or other highly sensitive researdi, 
development, commercial or financial information of the designating party. A designation of 
**CONFIDENTIAL" shall be used for the purpose of protecting other non-public information of 
the designating party* 
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3* NON^DISCLOSURE AND NON-USE. 

No infoimation, dooiments or things designated as "CONFIDENTIAL" or 
^CONFIDENTIAL - ATTORNEY'S EYES ONLY* may be disclosed to any person except with 
the prior writtai consent of the party or non-party originally designating the infonnation, 
docum^its or things, or except as hereinafter proA^ded in this Order. Nothing contained in this 
Order shall affect the right of the producing party to disclose or use for any purpose the 
information, documents or things produced and/or designated by it as -CONFIDENTIAL** or 
"CONFIDENITAL - ATTORNEYS EYES ONLY." 

4. ' PERMISSIBLE DISCLOSURE OF CONFIDEOTIAL MATERIAL. 

**CONFIDENTIAL" material may be disclosed only to the following persons^ unless this 
Court rules that there may be iurtho' disclosure: 

a. Outside counsel of record for Ihe parties to this litigation and employees in each 
outside counsel's law firms whose functions require access to CONFIDENTIAL material; 
provided, however, that tmder no circumstances shall any person who accesses such material 
pajtidpate» during the course of the litigation and for a period of five years following the final 
resolution' of the h'tigation, in patent application preparation or patent prosecution activities on 
behalf of any of the parties involved in this litigation; and, in the case of plaintiff MercExchange, 
LLC, this wiU also include patent application preparation or patent prosecution activities on 
behalf of the inventor of the patents in suit, Thomas G. Woolston. Should outside counsel be 
required to disclose to the U-S- Patent and Trademaiic Office any CONFIDENTIAL information 
accessed pursuant to this Order, such counsel shall promptly notify the party or other person that 
designated the information as CONFIDENTIAL prior to disclosing such information; 
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b. One party representative to be designated by eadi of the folloAving entities who 
has signed an undertaking in the form of Exhibit A to this Order MeicExchange, LLC, 
Half.com, Inc., RetumBuy, Inc, and eBay Ina Any such representative shall not be involved in 
patent application pr^aration or patent prosecution activities cm behalf of a party. Should any 
such representative be required to disclose to the U,S- Patent and Trademaric Ofifice any 
CONFIDENTIAL materials accessed pursuant to this Order, such representative shall promptly 
notify the party or other person that designated the information as CONFIDENTIAL prior to 
disclosing such infomiation. The parties agree that Thomas G, Woolstou cannot be designated 
as a party representative undo: this paragraph; 

c. Any person (i) who appears as an author, s^der, addressee or oAter recipient on 
the face of a document and is not otherwise shown prior to such disclosure not to have received 
the document, 00 ^ho has been shown to have already seen the document or the infoTinati<»i 
therein (unless that person has only seen the document or information in viol^on of this Order), 
or (iii) who participated in any meeting or communication to which the document refits; 

d. Non-party experts or independent consultants oogaged by outside counsel or the 
parties to assist in this litigation, provided that cadi non-paity expert or iiidependcat consultant 
has signed an undertaMng in the form of Exhibit A attached to this Order before receiving 
discovery materials protected by this Order. The party proposing to disclose the 
"CONFIDENTIAL" material to an expert or consultant shall, before disclosing the material to 
the expert or consultant, submit to counsel for all oQiec parties (1) the expert or consultant's 
resume, and (2) a description of the relevant raiployment of the expert or consultant, including a 
listing of companies and individuals for whom the designated expert or consultant has been 
employed or consulted with within the preceding five (5) years, Unle^ any counsel notifies 
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Qf^sing couDsd of its objections to any expert or consultant proposed under this paragraph 
including the grounds of the objection, within five (5) business days after service of this 
information, counsel may disclose "CONFIDENTIAL" materials to that person. If any counsel 
obje(^ to an expert or consultant under this paragraph, the party objecting to the disclosure to 
the expert or consultant may, by motion noticed within five (5) business days after notice of the 
objection, ask the Court to decide whether the expert or consultant may receive 
"CONFIDENTIAL" material. If a motion is filed, the proposed expert or consultant shall not 
receive any "CONFIDENTIAL" material unless and until the Court orders that such disclosure 
may be mad^ 

a Any other person to whom the parti^ stipulate in writing and who signs an 
undertaking in the form of Exhibit A attached to this Order before receiving discovery materials 
protected by this Order; 

f An oiBBcer or employee of the United States District Court for tiie Eastern District 
of Virginia who is directly concerned with carrying out this action and any other person 
deagnated by the clerk; 

g. - Qualified persons taking testimcmy involving such designated material and 
necessary stenographic and clerical persoimel employed thereby (including video tedmicians); 
and 

h. Vendors with whom counsel of record for the parties to this litigation have 
contracted for purely clerical functions, such as the copying of documents or the oeation of 
demonstrative exhibits. 
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5. PERMISSIBLE DISCLOSURE OF "CONDFIDENTIAL - ATTORNEY'S EYES 
ONLY« MATERIAL. 

"CONFIDENTIAL - ATTORNEY'S EYES ONLY^ material may be disclosed only to 
those qualified persons identified in paragraphs 4(a), 4(c), 4(d), 4(e), 4(f), 4(g) and 40i). 

6. METHOD OF DESIGNATION OF DOCUMENTS. 

a. General: For purposes of this Order, the term "document" shall have the full 
meaning ascribed to it in Federal Rule of Civil Procedure 34, whether produced pursuant to the 
disclosure requirements of the Federal Rules of Civil Procedure, a Court Order, subpoaia, by 
agreement, or otherwise. Such documoits include interrogatory answers, responses to requests 
for admissions, deposition transcripts arui exhibits, pleadings, motions, affidavits, and briefs that 
quote, sununarize, or contain information entitled to protection under this Order. 

b. Documents: A party or non-party producing information may designate such 
information under this Order by producing copies of the documents marked with a legend 
reading *XX)NFIDENTIAU* or "CONFIDENTIAL - ATTORNEY'S EYES ONLY.** Such 
legends shall be placed upon the first page of each document containing sudi material and upon 
each page within such document 

Upon request, documents or things shall be made available 'for an initial inspection by 
counsel for the requesting (receiving) party prior to the furnishing party producing copies of 
selected items. In such cases, only counsel those persons identified in paragr£5>h 4 shall be 
permitted access to the documents or things, prior to the designation of those documents or 
things as "CONFIDENTIAU' or "CONFIDENTIAL - ATTORNEY'S EYES ONLY* pursuant 
to the temis of this Order. Such initial inspection shall not constitute a waiver of confidentiality 
with respect to any documents or things so inq)ected. Information so inspected shall be 
maintained as "CONFIDENTIAL" or "CONFIDENTIAL - ATTORNEY'S EYES ONLY* until 
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the documents are designated by the producing party, at whidi time the new designation diall 
govern. 

c Magnetic Media Documents: Where infbnnatioD is produced in a magnetic 
medium (such as a floppy diskette or tape), the cartridge^ reel, or medium container shall be 
marked with the appropriate notice. Where such physical notice is impracUcable^ the notice 
required by this Order may be provided in writing simultaneous with, or prior to, Ihe production 
of the electronically'Stored information. 

d. Physical Exhibits: The confidential status of a physical exhibit shall be indicated 
by plddng a label on said physical exhibit mari^ed with the appropriate notice. 

e. Third Party Matraials; Any third party fiom which materials are sought in 
connection with thb action shall be provided with a copy of Ais Order and notified of fte 
opportunity to designate materials undo- it Thereafter, material fimushed by a thinf^ party will 
be: 

i. Treated as **CONFIDENTIAU' or ^'CONFIDENTIAL - ATTORNEYS 
EYES ONLY" for a period of ten (10) business days from the date of production; 

■ ii. At any time before the tenth business day following the date of 
production, aiiy party to this litigation may specifically designate third party matoial as it deems 
appropriate pursuant to this Order. A party who designates third party material must promptly 
notify in writing all otiier parties to this litigation of such designation and must inchide a copy of 
the third party material, properly marked with such iwtificatiorL Once such third party material 
has been specifically designated as ^^CONFIDENTIAL" or ^^CONFIDENTIAL - ATTORNEY'S 
EYES ONLY" pursuant to this paragr^h, the remaining provisions of tins Order respecting 
confidential material shall apply; 
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iii. If third party material has not been specifically designated as 
"CONFIDENTIAU* or ^^CONFIDENTIAL ATTORNEY'S EYES ONLY" by the thiid party, 
or by a party within the ten day period, the third party material will lose its temporary 
"CONFIDENTIAL" or CONFIDENTIAL « ATTORNEYS EYES ONLY" designation and 
will have no designation* 

7. CANCELLATION OF DESIGNATION. 

A recdving party may request the designating party to redesignate "CONFIDENTIAL" 
or ^'CONFIDENTIAL ^ ATTORNEY'S EYES ONLY^ material. Such request shall be by 
writtdi notice to counsel for the designating party. The written notice shall particularly idratify 
the subject matter or document designated "CONFIDENTIAL" or •'CONFIDENTIAL - 
ATTORNEY'S EYES ONLY^ that the receiving party seeks to have redesignated. The parties 
shall work together in good faith to resolve all redesignation requests on an informal basis. If the 
dispute cannot be resolved infoimally within five (5) business days, a motion for fiirther 
disclosure or reclassification may be filed with the Court Pending the Court* s detennination of 
any motion contesting a confidential designation, the material shall be deemed 
"CONFIDENTIAL" or ^^CONFIDENTIAL - ATTORNETS EYES ONLV' as indicated by Ae 
designating party. Thereafter, the material shall be treated in accordance with the Court's Order^ 

8. HANDLING MAGNETIC MEDIA. 

If a party produces a magnetic version of any information* and such infomiation is 
designated as "CONFIDENTIAL" or ^^CONFIDENTIAL ^ ATTORNEY'S EYES ONLY;* it 
should be produced according to the following procedures with regard to the protection of that 
magnetic media: 
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a. No copy of the original magnetic xnedia produced C'Origiiial Media") shall be 
made except as provided in subparagraphs (b) and (c) below (a "cop/* would indude copying or 
transferring all, or part, of the n>agnetic data to another media, such as a diskette or hard disk, 
except for placement on a server where access to the copy is limited to persons authorized under 
this OrdCT, or for backups made for disaster recovery purposes); 

b. Two hard copies of the Original Media may be made. Those hard copies must be 
marked with the same confidentiality legend as the Origma] Media in accordance with paragraph 
6 of this Order- Additional copies may be made only as necessary for use at depositions^ 
hearings, court filings or trial in accordance with the provisions of this Order, 

c. Each party must maintain an internal log of any person who bandied the Original 
Media or receives a magnetic copy of the information contained on the Original Media C^Intemal 

Log^; 

d. Within sixty (60) days of the conclusion of the litigation: 

i. The Original Media must be retumed to the producing party; and 

ii. Each person whose name appears on the Internal Log and counsd must, 
sign a declaration that shall be produced to the i»oducing party certifying that: 

(a) to the best of tfiat person's knowledge, the Original Media has been 
returned to the producing party; and 

(b) eveiy copy, whether whole or partial, of the Ori^nal Media has 
been deleted in its entirety, including the use of a disk utility program, sudi as Norton Utilities or 
its equivalOTt, to rewrite the free disk space so that deleted files may not be recovered. 
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9. CONFIDENTIAL INFORMATION IN DEPOSITIONS- 

a, A deponent may be shown during a dqxjsilion, and examined about, documents 
and information designated as "CONFIDENTIAL" or "CONFIDENTIAL - ATTORNEY'S 
EYES ONLY" under this Order if the deponent already knows the protected infoimation 
contained th^ein, is identified as an author, sender or addressee on the document, or is or has 
bew employed by a party who knows that information, or is an outside expert or consultant and 
counsel has, if necessary, complied with paragraph 4(b). 

b. Dqjonents shall not retain or copy portions of the transcript of their depositions 
that contain protected information not provided by them or the entities they represent 

a A deponent who is not a party or a representative of a party shall be furnished a 
copy of this Order at the time of service of the notice of deposition or subpoena pursuant to 
which the dq>onent is to appear before being asked to produce potcntiadly confidential 
information, 

d. Parties and dqponents may, at any time during the deposition or within ten (10) 
business days after receipt of the hard copy transcript, designate portions of the testimony for 
protection under this Order, This designation period may be sh(Mtened for good cause shown, 
either by stipulation of the parties or by further Order of the Court. Prior to expiration of this 
designation period, the entire deposition transcript (with the exception of the exhibits to the 
transcript) which bear a different designation will be treated as **CONFJDENTIAL — 
ATTORNEY'S EYES ONLY." Exhibits to the deposition transcript will be treated in 
accordance with whatever designation was given those materials, if any, at the time of their 
production or, if not pre\^ously produced, at the time of the deposition. Confidential information 
within the deposition transcript shall be designated by identifying the pages and lines containing 
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such informafion as "CONFIDENTIAL" or "CONFIDENTIAL - ATTORNEY'S EYES 
only;' and by forwarding such designations to the Court Reporter, to counsel for the parties, 
and to any oth^ person known to have a copy of the transcript 

e. If no party or deponent timely designates infonnation in a deposition transcript in 
accordance with this paragraph, flicn none of the transcript (with the exception of the exhibits) 
will be protected as "CONFIDENTIAL" or ^^CONFIDENTIAL - ATTORNEY'S EYES ONLY' 
under this Order* Exhibits to the deposition transcript will be treated in accordance with 
whatever designation was given those materials, if any, at the time of their production or, if not 
previously produced, at the time of the deposition. 

t Nothing in this section shall be construed to prevent a deponent fiom reviewing 
the entir^y of his deposition transcript for the purpose of making any necessary and permitted 
corrections of Aat transcript 
10. CLIENT CONSULTATION. 

Nothing in this Order shall restrict any counsel from advising its dient with respect to 
this action; and fiom relying in a general way upon an examination of material designated 
pursuant to this Order in giving such advice; provided, however, that in giving such advice and 
communicating with the client, counsel shall not disclose flie contents of any 
"CONFIDENTLY." or "CONFIDENTIAL - ATTORNEY'S EYES ONLY' material. 
IL FILING 

Submission of dedgnated material to the Court shall be as follows: 

a. A party whO( wishes to lodge or file any papw, pleading or exhibit containing 

designated material shall state on the first page of the pleading containing such material that the 

pleading contains such material. 
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b. A party who lodges or files any pap^^, pleading or exhibit containing desigimted 

material shall submit it to the Court in a sealed envelope or other appropriate sealed container 

that shall bear the caption of this case, an indication of the nature of the contents of the sealed 

envelope or other container, and a legend as follows: 

RESTRICTED DOCUMENT FILED SUBJECT TO COURT 
ORDER, THE PAPERS IDENTIFIED ABOVE AND 
CONTAINED IN THIS ENVELOPE HAVE BEEN 
DESIGNATED AS CONFIDENTIAL MATERIAL, ARE 
SUBJECT TO A PROTECnVE ORDER ISSUED BY THE 
COURT, AND MAY NOT BE EXAMINED, DISPLAYED, 
REVEALED, OR COPIED EXCEPT BY THE COURT, OR 
PURSUANT TO COURT ORDER- 

12. USE OF "CONFIDENTIAL" MATERIAL AT HEARINGS OR AT TRIAL- 
Subject to the Federal Rules of Evidence, documents and other information designated 

under this Order may be offered in evidence at trial or any court hearing, provided that the 
proponent of the evidence gives notice, reasonably suflBdrat to allow any confidentiality to be 
jwescrved, to counsel for tiie party or oth^- person that designated the infomiation. Any party 
may move the Court for an Order that the evidence be received in camara or \mdar such other 
conditions as are necessary to prevent inappropriate disclosure. Hie Court will ttien determine 
whether the projBfered evidence should continue to be protected xind^ this Order and, if so, what 
protection, if any, may be afforded to sudh infoimation at the hearing or at trial. 

13. SUBPOENA BY OTHER COURTS OR AGENCIES. 

If a third party, another court or an administrative agency sul^>oenas or Orders production 
of documents or infonnation designated for protection under this Order which a party has 
obtained under the terms of this Order, such party shall promptly notify the party or other person 
that designated the information of the pendency of sudi subpoena or Order. 
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14. NO ADMISSIONS. 

a. The designation of and/or acceptance of information, docoments or things mariced 
as CONFIDENTIAL'* or "CONFIDENTIAL ^ ATTORNEY'S EYES ONLY" materials by any 
party or non-party shall not constitute an admission or concession that any such designation is 
appropriate. 

b. Any party challenging a designation of material as "CONFIDENTIAL" or 
'^CONFIDENTIAL - ATTORNEY'S EYES ONLY' may move this Court for an Order, as 
specified in paragraph 7 above, that the designated information, documents or things shall not be 
proteded. If sudi a motion is made, notb'ng in this Order shall alter any burden of proof that 
would otherwise apply in determining whether the information, docun^ts or things are within 
the scope of Federal Rule of Civil Procedure 26{cX7). Any information, documents or things 
covoied by the motion shall be protected until the motion is decided. 

15. INADVERTENT DISCLOSURE OF PRIVILEGED OR CONFIDENTIAL 
INFORMATION. 

a. The inadvertent or unintentional disclosure by the producing party of privileged 
information or confidential information which it believes should have been designated as 
"CONFIDENTIAL" or "CONFIDENTIAL - ATTORNEY'S EYES ONLY," regardless of 
whether the information was so designated at the time of the disclosure, shall not be demed a 
waiver in whole or in part of the paity*s claim of privilege or confidentiality, either as to the 
spedfic information disclosed or as to any other information relating thereto or on the same or 
related subject matter. 

b. If a party through inadvertence produces or provides discovery of any privileged 
information or confidential information without labeling, maricing or designating it as 
"CONFIDENTIAL" or "CONFIDENTIAL-ATTORNEr S EYES ONLY," the producing party 
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must give written notice to the recdving party or parties within twenty (20) business days 
following such inadvertent production that the informatira, document, or thing is privileged or 
XGNFIDENTIAU' or "CONFIDENTIAL-ATTOKNErS EYES ONLY." If die producing 
party gives written notice that the information, document, or thing is privileged, counsel for the 
receiving party will promptly return such inadvertently produced infomiation, and all copies 
thereof, to counsel for the producing party within three (3) days of written notice of the 
inadvertait production. If the producing party gives written notice that the mformation, 
document, or thing is "CONFIDENTIAU' or XONFIDENTIAL-ATTORNEY^S EYES 
ONLY,** the receiving party or parties shall treat such information, document, or diing as 
^^CONFIDENTIAL" or ^-CONFIDENTIAL - ATTORNEY*S EYES ONLV fiom the date such 
notice is received. 

c- Disdosure of such information, document or thing prior to receipt of such notice 
shall not be deemed a violation of this Order. However, if prior disdosure of such mfoimation, 
document, or thing was made to anyone not authorized to have access to such material under this 
Order, those persons to whom disdosure was made must be prompdy advised that the material 
disdosed to them is privileged or ^K^ONFIDENTIAIT or "CONFIDENTL\L - ATTORNEY'S 
EYES ONLV and must be treated in accordance with this Order, 
16. EXCEPTIONS- 

This Order shall not prevent or prejudice any party from applying to the Court for relief 
from this Order or for fiirflier or additional protective Orders, or fiom agreeing with the other 
party to a modification of this Order, subject to this Court's approval. 
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17. RETURN OF DOCUMENTS AFTER DISPOSITION OF THIS CASE- 

a. . Hie provisions of this Order shall not terminate at the conclusion of this action. 
Upon agrecmoit of all counsel of record or within sixty (60) days after this action finally 
terminate eidier because a settlement agreement has been executed or the case is dismissed^ the 
time to appeal expires^ or the appdlate mandate issues after an appeal, whichever event shall 
occur first, any party or other individual who has received materials designated under this Order 
shall cither return all- "CONFIDENTIAL'* or "CONFIDENTIAL - ATTORNEY'S EYES 
ONLY** materials, including all copies> abstracts, summaries^ or other documents containing 
infonnation d^ved from the designated materials (but excluding any materials, which in the 
judgment of receiving counsel, are work product materials in counseFs possession, custody, or 
control), to the producing party, or shall certify that fte materials were destroyed; provided, 
however, that one outside coionsel of record for eadi par^ may retain one copy of all 
"CONFIDENTIAL" or •^CONFIDENTIAL - ATTORNEY'S EYES ONLY' materials, 
including all court papers, hearing or trial exhibits, and deposition exhibits, solely for reference 
in the event a dispute arises over the use of infonnation subject to this Order or over compliance 
with the finial judgment or setUement in this action. Termination of this action is defined as being 
the effective date of a settlement agreement entered into by the parties, or if the case is dismissed 
or judgment is entered by the Court, the date whoi the time to appeal expires without an appeal 
having been filed, the date when an appellate mandate finally disposing of (he case issues 
following an appeal, or the dale when no further appeal is available, whichever occurs first, 

b. Contemporaneous with the return of docum^ts or certification of their 
destruction after the tenninaticHi of this action, receiving counsel shall also provide, at the 



\ 
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producing party's request, copies of all undertakings in the foim of Exhibit A which signed 
pursuant to the tenns of this Order, 

18. NOTICE. 

All notices required by this Order are to be served via facsimile with confinnation by 
regular mail to the appropriate atlomey(s) at Hunton & Williams and Cooley Godward LLP. 
The date by which a party receiving a notice shall respond, or otherwise take action^ shall be 
computed from the date indicating that the facsimile was received. However, any notice 
transmitted on a Saturday, Sunday, federal holiday or after 530 pjn. Eastern Standard Time or 
Eastmi Daylight Time shall be deemed to have been received on the next business day. Any of 
the notice requirements herein may be waived in whole or in part, but only in writing signed by 
an attorney for the designating party. 

19. NO IMPLIED WAIVER, 

This Older shall not be construed as an agreement by any person to supply aay document, 
as a waiver by any person of the riglit to object to the production of any docum^t^ or as a waiver 
of any claim of privilege with regard to the production of any document 

20. CUSTODY OF CONFIDENTIAL INFORMATION. 

a. Infomiation, documents or things designated as "CONFIDENTIAU* or 
"CONFIDENTIAL - ATTORNEY'S EYES ONLY*' shall be maintained at outside counsel's 
facilities. Information, documents or things designated as "CONFIDENTIAL" or 
"CONFIDENTIAL - ATTORNEY'S EYES ONLY" may also be maintained at an expert's or 
consultant's &dlities if such expert or consultant has been identified and approved pursuant to 
paragraph 4(d) above. 
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b. Information, documents or things designated as ••CONFIDKJTIAL" or 
"CONFIDENTIAL - ATTORNEY'S EYES ONLY" by eBay, Inc., Half.com, Ina, or 
RetumBuy, Inc. shall not be electronically or otherwise transmitted, maintained, stored or 
located at the facilities of MercExchange, LL.C. Information, documents or things designated 
as "CONFIDENTIAL" or "CONFIDENTIAL - ATTORNEY'S EVES ONLY*' by 
MercExchange, L.L.C. shall not be electronically or otherwise transmitted, maintained, stored or 
located at the facilities of eBay Ina, Halficora, Inc., or R^uraBuy, Inc. 

c. The provisions of paragraph 20(b) a{^Iy to brie&, affidavits, declarations and 
expert reports to the extent that they contain CONFIDENTIAL" or "CONFIDENTIAL - 
ATTORNEY'S EYES ONLY" information, 

2L MODIFICATION OF ORDER. 

The Court may modify tfiis Order at any time upon a showing of good cause. 
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PURSUAOTTOSTIPULA'nOfN, iris so ORDERED. 



Dated: llxloj^ _ t^SsSLwi^Sr 
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EXHIBIT A ^ 

I, y declare under penalty of perjury under the 

laws of the United States of America that: 

1 , My address is: , ; 



2. My present employer is: 



3. My present occupation or job description is: 



I HEREBY CERTIFY AND AGREE that I (a) have read and understood the terms of the 
protective order ("OrdeO in the matter of MercExchange, v, eBay Inc et a/., pending in 

the United States District Court for the Eastern District of Virginia, Civil Action No. 2:01-CV- 
736, (b) will not use or disdose to anyone any of the contents of any *'CONFIDENTIAi;* or 
"CONFIDENTIAL - ATTORNEY'S EYES ONLY" information designated under the Order 
excq>t for purposes explidtly allowed by the Order, and (c) agree to be bound by the terms and 
conditions of the Order. 

If I.have been retained as an independ^t expert or consultant pursuant to paragraph 4(d) 
of the Older, I understand that I am to retain all copies of any of the materials that 1 receive 
whidi have been designated under the Order in a container, cabinet, drawer, room or odier safe 
place that limits access to the materials and that all copies are to remain in my custody until I 
have completed my duties, whereupon the copies are to be returned to outside counsel or 
destroyed as specified in the Order. I acknowledge that the return or subsequent destruction of 
such materials shall not relieve me from any of the continuing confideaitiality obligations 
imposed upon me by the Order. 

Dated: ' Signed: : 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF VIRGINIA 
Norfolk Division 



MERCEXCHANGE, 



Plaintifl; 



V. 



Civfl Action No. 2:01cv736 



eBAY, INC, and HALF.COM, INC, 



Defendants. 



ORDER AND OPINION 



On November 17, 2006, the court coaducted a tieaiing to address few motions filed by 
eBay, Inc» and Hal£com, lac. (collectively "eBay"): (1) "Motion to Strike New & Irrelevant 
Evidence"; (2) **Motion Strike Nahan Declaration"; (3) ^'Motion for Leave to Submit Motion to 
Enforce the Court's Protective Order^; and (4) "Motion to Enforce Court's Protective Order." 
For die reasons set out herein, the court DENIES both eBay*s motion to strike new evidence and 
motion to strike the Nahan declaration; however, such ruling requires that both eBay and 
MearcExchange be afforded the opportunity to peribim limited discovery in order to update the 
record to the present time. Additionally, the court GRANTS eBay*s motion for leave to submit 
the protective order motion and GRANTS in part, and DENIES in part, the substantive 
protective order motion. 



the instant litigaticMi, die limited background pertinent to the instant motions is as follows: 
subsequent to the grant of sumrnary judgment in favor of eBay based on a finding of invalidity on 



L Factual and Procedural Background 



In an effort to avoid repeating a detailed depiction of the facts and procedural posture of 




the asserted claims of the *051 patent and a jxuy verdict awarding damages to MercExchange 
based on eBay's infringement of the *265 patent, on August 6, 2003, this court entered an order 
and opinion denying MercExchange^s motion for an injunction.* MercExchange, L,L.C> v. eBay, 
hic, 275 F. Supp, 2d 695 (EJD. Va, 2003). On appeal, the Federal Circuit vacated this court's 
grant of summary judgment on the '051 patent and reversed the denial of MercExchange's 
motion for a permanent injunction. MercExchange, v> eBav, Inc.. 401 F.3d 1323 (Fed Cir. 
2005). The Supreme Court granted certiorari to address the proper standard for entry of a 
permanent injunction and ultimately vacated the Federal Circuit*s injunction rulings defining the 
traditional four-part equitable test as the proper standard for the injimction calculus in patent 
cases. eBay Inc. v. MercExchange, LLC, 126 S. Ct 1837 (2006). 

This matter has now been remanded to this coxut for consideration of MercExchange's 
renewed motion for a permanent injunction^ as well as for an eventual trial on die *05 1 patent. 
The two primaiy motions presently under consideration by the court are: (1) MercExchange's 
renewed motion for a permanent injunction; and (2) eBay's motion to stay the proceedings in 
li^t of the Patent and Trademark OflBce (PTO) reexamination of both tiie *265 and '051 patents. 
The four motions that are addressed in this order are secondary motions that are relevant to fliis 
court's consideration of the motion for an injunction and motion to stay. Because the court 
previously denied MercExchange's motion for an injunction in an order dated August 6, 2O03, 
the court's references to **new" evidence or *'recenf ' developments refer to occurrences 
subsequent to fliis court's August 6, 2003, ruling, wheareas references to '*bac]d511ed*' evidence 

^ In short, the '051 patent covers auction style transactions where prospective buyers bid 
on an item whereas die '265 patent covers fixed price transactions such as cBay's "buy-it-now" 
sales option where the seller sets a fixed purchase price. 



refer to facts that existed as of August 6, 2003, yet were not made part of Ae reconL 

IL eBay's Motion to Strike New and Irrelevant Evidence 

eBays motion to strike was filed in response to num^ous exliibits, including expert 
declarations, filed by MercExchange in support of its renewed motion for a permanent 
injunction,^ Although eBay conceded at the hearing on this matter that injunctive reliefs 
prospective nature requires the court to consider present circumstances in detennining whether or 
not to grant an injunction, eBay contends that MercExchange has improperly submitted 
numerous exhibits seeking to backfill the record and re- litigate issues already decided by this 
couit PurthOTnore, eBay challenges the fact that two of the expert declarations submitted as 
exhibits to MercExchange's motion were submitted by previously undisclosed experts. As to the 
portions of MercExchange* s exhibits Aat relate to recent factual developments, consistmg 
iranarily of MercExchange 's business relationship with uBid, Xnc. (uBid), eBay contends that 
such evidence is duplicative and inelevant 

In contrast, MercExchange contends that it is not trying to backfill the record, but rather, 
the portions of &e exhibits discussing prior events are merely included to present a factual 
background that is relevant to this court's decision as to whether or not to enter an injunction. 
With respect to the previously undisclosed experts, MercExchange argues that the legal standard 
applicable to the court's injunction decision has been called into question by eBay and that 
such declarations were submitted to clarify the irreparable harm that MercExchange will suffer in 
case the court concludes that a presumption of irreparable harm no longer exists. Finally, as to 



^ It should be noted from the outset that eBay has also filed voluminous exhibits in 
si4)port of its motion to stay, 
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uBid, MercExchange argues that sudi evidence is both relevant and significantly different &om 
evidence previously advanced, and thus, is not duplicatiYe. 

Altiiough the parties disagree on virtually every factual and legal issue relevant to the 
instant matter, they agree that the decision as to wheth^ to "leopen the record" on remand lies 
squardy within this court's discretion. United States v. Com- of Va., 88 F.RJ). 656, 662 
(E.D. Va, 1980) (recognizing that it is "well-established that, in the absence of error affecting the 
introduction of evidence at trial, the decision wheflier to reopen the evidence at a later stage of 
the proceedings rests with the trial judge"*). Although the court's exercise of such discretion is 
dq)endant upon a careful case-by-case analysis, the type of relief sought on remand 
unquestionably has a significant impact on the court*s decision as prospective equitable relief 
such as an injunction or a stay of the proceedings, necessitates fliat the court consider the fects as 
they exist at the time of remand and not as they existed scvotI years in the past See Lyons 
Partnership. L.P. v. Morris Costumes, Inc., 243 FJd 789, 799 (4tii Or. 2001) ("A prospective 
injunction is entered only on the basis of current ongoing conduct that threatens future harnL") 
(emphasis added). The current facts are so vital to the court's decision when such form of relief 
is sou^t as the coint is not only charged with determining the equitable relief appropriate on the 
date of the court's order, but is also expected to fashion relief that aiq)ears appropriate for 
extension into the fixture; such task can hardly be fiaiflifully completed in reliance on a record that 
is nearly three and half years old and established prior to a significant factual development See 
Continental Airlines. Inc, v. United Airlines, Inc» 277 F,3d 499, 503 (4th Cir, 2002) (remanding 
for reconsideration of an injunction involving airport security screening equipment and 
recognizing diat, "on remand, the district court and the parties will undoubtedly have to deal with 
[the ramifications of September 11th] in considering any prospective relief); see also Direx 
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IsraeL Ltd. v. Breaktfarourii Medical Corp,. 952 F.2d 802, 819 (4th Cir. 1991) ("[W]e revise Ae 

grant of the injunction herein and remaiKi the case for ftirther proceedings consistent with die 

rulings herein, without prejudice to the right of the plaintiff to premise its motion on new or 

changed circumstances,"); Hmninski v. Corsones, 396 F.3d 53, 94 (2d Cir. 2005) CTTpon 

remand, the district court should consider whether, under present circuinstances, permanent 

injunctive relief is required and, of course, the terms of any such injunction.*"). 

Based on the prospective nature of the relief sought, as well as the significant time lapse 

subsequent to this court's denial of MercExchange's original motion for an injunction, as set 

forth in greater detail below, the court denies eBay's motion to strike flie exhibits submitted in 

support of MercExchange's renewed motion for an injunction. First, such evidence is not 

in^roper in the absence of a formal motion; second, the majority of such exhibits do not appear 

to be an attempt to improperly backfill the record and to the extent that such exhibits are in 

conflict with the court's prior factual findings they will be disregarded; and third, information 

relating to MercExchange's business relationship with uBid is not duplicative nor untimely. 

Becaase the court is wilting to accept submissions by both parties that update the court on fiactual 

developments occurring after 2003, the oomt will permit limited discovery in ordtt^ to afford the 

parties the traditional protections of the adversarial system. 

As MercExchange's failure to fOe a written motion to reopen the record does not 
require that MercExcbange's exhibits be stricken. 

eBay's motion to strike first seeks to have MercExchange's exhibits stricken on 

procedural groxmds, arguing that new evidence is not properly before the court both because 

MercExchange failed to file a formal motion to reopen the record and because the opinions of 

both superior courts failed to suggest that the record be reopened on remand. First, fi*om a legal 
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standpoint, eBay fails to cite any caselaw directly on point suggesting that such new evidence 
must be stricken in absence of formal motion by MercExchange. Additionally, eBa/s allegation 
that MercExchange failed to file such motion is hypocritical in ligjht of &e fact that eBay also 
foiled to file a motion to reopen 4e record prior to submitting recent PTO reports and other 
factual exhibits in support of its motion to stay. Second, from a practical standpoint and as 
conceded by eBay, common sense dictates that a dispute over prospective relief requires 
consideration of the fects as they exist at the tfane of the hearing, not as they existed over three 
years ago, and Ais court does not require a superior court to instruct it to ^)ply such common 
sense requirement Furthermore, altiiou^ MercExchange did not file a formal motion seeking to 
reopen the record, it is clear fi*om the transcript of a telephone status conference conducted by 
this court on July 28, 2006, tiiat MercExchange announced its intent to introduce additional 
evidence reflecting factual developments occurring subsequent to trial. The following exchange 
occurred during such call: 

Mr, Stillman (MercExchange): 

In terms of sdieduling, obviously time is of the essence with respect to our request 
for injunctive relief Butnonetheless, we would like the opportunity to 
supplemmt flie record, the evidentiary record, on fliat request to bring it current, 
to make the Court aware of what MercExchange has been about in the three plus 
years since tibie jury entered its verdict, and to get some guidance firom you about 
scheduling and how we would go about doing that. 
The Court: 

All right Mr. Randall. 
Mr, Randall (eBay): 

Your Honor, our view is that based on the re-exam proceedings - and the re-exam 
was initially granted in June of 2004, so it's been going on for two years. There 

have been two significant rejections of all claims So we are asking that the 

Court first consider our motion to stay. 

(July 28, 2006 Conf Call p.6). The exceipt dted above not only establishes that the coxirt and 

both parties understood that MercExchange would be submitting exhibits reflecting recent 



6 



factual developments in conjunction with its renewed motion for an injunction, but also 

highlights the fact that eBay's motion to stay relies almost exclusively ij^on recent factual 

developments, that is, the PTO reexamination proceedings. As a result, the court, in its 

discretion, concludes that reopening the record for the limited purpose of admitting evidenc5e 

relevant to the parties' motion for an injunction and motion to stay and targeted at the period 

subsequent to August 6, 2003, is proper notwithstanding the fact that a foraial motion was not 

filed by MercExchange. 

B. The court will disregard the portions of exhibits attempting to introduce facts 
predating August 6, 2003, that were not previously made part of the record and 
ttiose portions attempting to recast the prior record in a manner inconsistent 
with this court's findings of fact. 

As stated above, the court's decision to reopen the record for the limited purpose of 

permitting &e parties to update the court on factual developments occurring subsequent to this 

court's August 2003 order does not permit the parties to backfill the record by presenting 

evidence that was previously available yet not advanced either at trial or in support of 

MercExchange*s initial motion for an injuncticm,^ Likewise, the court's dedsioh to reopen the 

record does not permit the parties to recast the prior record in a manner inconsistent with the 

fmdings of fact associated with ttie court's denial of MercExchange's original motion for an 

injunction. Notably, significant portions of the declarations challenged by eBay advance facts 

and opinions aimed at proving that MercExchange intended to commercialize its inventions from 



^ As discussed below in Part EQ, the one exception to the August 6, 2003, cutoff date is 
that the court, in its discretion, will permit the parties to investigate the fi^ud alleged by 
MercExchange with respect to eBa/s meeting with Kenneth Nahan and the introduction of the 
Newman video. The court pennits such inquiry even though ±e pertinent facts predate the court 
imposed cutoff date becaiise eBay produced the Newman video shortly before trial and after the 
close of discovery; thus, MercExchange may not have previously been permitted sufficient time 
to fiiUy investigate such matter. 
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their in&ncy even though Ais court^s i»ior findings suggest o&erwise. Furthomore, any 
impropriety contained in snch declarations is compounded by the &ct tihiat eBay has not had the 
opportunity to depose the individuals in relation to fhdr newly submitted declarations/ 

For exan^le, MercExchange has submitted a recent declaration of Thomas Woolston, 
MercExchange's president, that purports to document MercExchange's history from its founding 
until the present. Although the court is willing to consider the portions of such report that 
document factual developments occurring subsequent to August 6, 2003, the portions of the 
declaration advancing Mr. Woolston's portrayal of events prior to such time should have been 
submitted, if at all, either at trial or in support of MercExchange*s original motion for an 
injunction. Similarly, although flie recently submitted expert declaration of Larry Evans, who 
testified at trial on behalf of MercExchange, permissibly dtes trial testimony, it repeatedly offers 
the opinion that "[f|rom the outset, Mi. Woolston sought to commercialize his patents" (Evans 
Decl ^ 32); such conclusion appears to vary from, and may even be in contravention of; this 
court's prior finding lhat "the evidence of the plaintiff's willingness to license its patents, its lack 
of commercial activity in practicing the patents, and its comments to (he media as to its intent 
with respect to enforcement of its patent rights, are sufficient to rebut the presumption that it will 
suffer irreparable harm if an injunction does not issue." MercExchange. 275 F. Supp. 2d at 712.^ 

^ As previously mentioned, two of the expert declarations were submitted by experts not 
previously identified by MercExchange. 

^ Set forfli below is a more complete quote fit>m this court's August 6, 2003, order and 
opinion discussing MercExchange's lack of commercial activity. The order stated: 

The defendants next argue that there was evidence adduced at trial proving that the 
plaintiff is willing to license or sell its patents. On this point, the defendants are 
correct. Substantial evidence was adduced at trial showing that the plaintiff does 
not practice its inventions and existe merely to license its patented technology to 
others. Indeed, the plaintiff has made numerous conunents to the media before, 
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Although the Sujome Court concluded that ndther this couit nor the Federal Circuit "correctly 
applied the traditional four-factor framework that governs the award of injunctive relief^** eBay 
Die, 126 S. Ct at 1840, remand permits MercExchange the opportunity to argue that applying 
the "correct" legal framework to the previous record, as supplem^ted by interim factual 
developments, an injunction is warranted; it does not provide Ae opportunity to recast tiie prior 
record. To clarify, the undisturbed record led this court to conclude that prior to 2003, 
MercExchange exhibited a * Villingness to license its patents" a "lack of commercial activity in 
practicing the patents" and that its Numerous comments to the media before, during, and after 
this trial indicat[e] that it did not seek to enjoin eBay but rather sought impropriate damages for 
the infrmgement" MercExchange, 275 Supp. 2d at 712. Although MercExchange has every 
right to argue that such factual findings, applied to the proper legal test, warrant an injunction, or, 
that such factual findings when considered in light of recent developments, both &ctual and 
legal, warrant an injunction, it will not be presented the opportonity to challenge such fectual 
findings. Thus, MercExchange may argue that this court was legally incorrect m concluding that 



during, and after this trial indicating that it did not seek to enjoin eBay but rafh^ 
sought appropriate damages for flie infiingement The Federal Circuit has observed 
that **the lack of conomercial activity by the patentee is a signifi<^t factor in the 
calculus'* of whether the patentee will suffer irreparable harm absent an injunction* 
High Tech Medical Instrumentati^on. Inc. v. New Image Indus.. Inc., 49 F.3d 1551> 
1556 (Fed. Cir. 1995). In the case at bar, the evidence of the plaintiff's willingness 
to license its patents, its lack of commercial activity in practicing the patents, and its 
comments to the media as to its intent with respect to enforcement of its patent 
rights, are sufficient to rebut the presumption diat it will suffer irreparable harm if 
an injunction does not issue. Moreover, die plaintiff never moved this court for a 
preUminary injunction. If it believed tfiat it was suffering irreparable harm by the 
defendants' continued infiingement of its patents, such a motion would have been 
appropriate. This fact, while certaidly not dispositive of the issue, lends additional 
weight in support of the defendants' arguments that the plaintiff will not be 
irreparably harmed absent an injunction, 
MercExchange. 275 F. Supp. 2d at 712 (footnote omitted). 
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a willingness to license or lack of commercial activity suggest that an injunctioo is not warranted; 
however, it may not attempt to argue that it was never willing to license or that it never had a 
lack of commercial activity practicing the patents. 

In order to preserve the admissible portions of MercExchange's submissions, as wSU as 
avoid the delay associated with ordering that MercExchange's e?q>erts rewrite thdr reports 
witfiout flie portions that attempt to recast facts predating August 6, 2003, the court will simply 
disregard any opinion or argument seddng to re-litigate the court's prior factual findings.* Hie 
court in no way suggests tiaat it will not entertain counsels' arguments as to how the previous 
record, established throu^ trial and this court's prior injunction ruling, as well as any interim 
factual updates, should be applied to the correct legal framework; rather, the court will simply 
not reconsider its past factual findings regarding the time period prior to August 6, 2003, As a 
result, counsel for both parties are invited to refer to the prior record, as well as recait factual 
developments, and argue that such fects, when applied to the proper legal standard, warrant an 
injunction; however, the coxirt will give no weight to argumwitSi opinions, or exhibits that 
attempt to add to, modify, or recast the court's prior factual findings.^ 



* The court suggests that both parties re- familiarize themselves with this court's August 
6, 2003, order prior to the hearing on flie motion for an injunction and motion for a stay as the 
factual findings of the court dealing with the time period prior to August of 2003 remain 
undisturbed. 

' Although the court does not condone the submission of declarations ftom previously 
undisclosed experts, the court recognizes MercExchange's justification for such submissions, 
namely, that tiie legal standard for issuing an injunction was in flux througjiout the appeal of this 
matter and appears to remain uncertain today in that the Supreme Court did not expressly address 
whether the presumption of irreparable harm upon a showing of validity and infi±igement 
survives the Supreme Court's decision; however, the court does not beUeve that an expert primer 
on irreparable harm suffered by small companies whose patents are infringed offers any 
significant siq>port for MercExchange's position* First, tiie Supreme Court cautioned the lower 
courts about avoiding categorical rules, and the expert declaration offered by Lori Pressman, one 
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C. References to uBid are not duplicative nor untimely. 

As can be inferred from the discussion above, the court rejects eBay's contexition Hiat 

references to MercExchange's business relationship with uBid, a fectual development occurring 
subsequent to August 6, 2003, are duplicative or untimely. First, such references are not 
untimely as MercExchange did not have a business relationship with uBid when the initial 
motion for an injunction was filed, and thus, evidence regarding uBid is not backfill of tihe 
record^ but rather, is precisely the type of evidence updating the court on recent develoiments 
that is vital to the court's injunction calculus. See Lyons, 243 F,3d at 799 ("A prospective 
injunction is entered only on the basis of current, ongoing conduct that threatens fixture haroL") 
(emphasis added). Second, although eBay effectively demonstrates that the non-exclusive 
license entered into between uBid aiul MercExchange is not particularly lucrative and ^ears 
similar to Mercexchange*s past non-exclusive licenses, the declaration of Timothy Takesue, the 
Merchandising Executive Vice President of uBid, highlights the fact that the terms of such 
contract are not very favorable to MercExchange primarily because eBay is infringing on 
MercExchange's '265 patent and that an exclusive license* or merger has been contemplated but 



of the e3q)erts not previously disclosed, presents virtually no information with respect to 
MercExdiange nor relevant post trial developments, but rather, presents an opinion painted with 
a very broad brush suggesting that small companies holding patents will always be irreparably 
harmed absent the right to exclude. Similarly, portions of the other expert reports, such as flie 
Evans declaration, make similar generalizations concluding: "An individual inventor or small 
conq)any that lacks the financial resources to take on the big guy in higjb-stakes patent litigation 
should not be forced to grant compulsory licenses" (Merc. Injunct. Memo Ex.17 ^ 103). Again, 
the court will not strike such declarations in light of the fact that MercExchange will be given the 
opportunity to conduct limited discovery, including depositions of some of such experts if it 
chooses; however, the court will afford little weigjit to exhibits espousing categorical rides or 
seeking to highlight the woes of the small patent holder while ignoring this court's prior findings. 

' eBay argues that the terms of several of MercExchange's prior licenses would preclude 
MercExchange from granting an exclusive license to uBid. Such argument, even if correct, 
ignores the reality that uBid appears to place virtually the entire value of an exclusive license to 
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has not come to fiuition due to eBay*s infringement. The sworn claims tiiat eBays infringement 
on the '265 patent is directly hindering MercExchange's business opportunities distinguishes 
uBid from most of MercExchange's past licencing partners, as the trial record establishes that 
some of MeicExchange's past difiSculties commercializing its patents were not a result of eBay 's 
infringement Furthermore, swom testimony from a uBid executive establishing that a merger 
between MercExchange and an internet auction website that directly competes with eBay was 
contemplated, yet foreclosed as a result of eBay's infringement distinguishes the business 
relationship with uBid from past licencing agreements. Thus, uBid is not unique based on the 
terms of the cuirent non-exclusive license, but rather, the potential for an exclusive license or 
merger and the apparent value of such relationship to botfi uBid and MercExchange if an 
mjunction prevented eBay from offering 'Ijuy-it-now^ sales on its website while uBid, a direct 
conq>etitor, was able to offer such option on its website.* As a result, the court will not strike 
MercExchange's submissions advancing evidence with respect to uBid; howev^, as previously 
mentioned, the court will reopen the record in a limited manner in order to permit eBay to 
perform dq>ositions and fiulher investigate the MercExchangeAiBid business relationship. 



the *265 patent on the ability to utilize such patent while preventing eBay from doing so. Thus, 
even if technically MercExchange could not grant uBid an exclusive license to the '265 patent 
covering every field of use, a nearly exclusive license that prevents MercExchange from granting 
further licenses to uBid's competitors, especially to eBay, ultimately appears to have the same 
effect and value as what MercExchange and uBid refer to as an "exclusive license," 

' The recurring issue underlying nearly every dispute presently before the court is whether 
or not eBay has designed around the *265 patent; if it has, then an exclusive licoise is of virtually 
no value to uBid, nor is an injunction of much value to MercExchange, Althou^ eBay has 
offhandedly referred to its purported design around both in coirrt and in its hriefe, eBay appears 
to have failed to advance any evidence nor even make ttie express, yet uncorroborated, claim that 
it has in fact designed around the '265 patent. 
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D. Although the court will pennit additional discov^, such discovery is limited in 
scope and time. 

Althougji the court recogaizes the necessity of updating the record with recent factual 
developmetits, the court will not pmnit the parties to backfill or recast fects in a manner 
inconsistent with this court's prior findings. However, even though portions of the challenged 
declarations plainly ignore this court's prior :^tual findings and at times advance opinions that 
appear more appropriate for coimsel to argue, the court declines to strike such reports because the 
court recognizes, first, that its prior &ctaal findings were limited, and second, that the expert 
reports generally do not attempt to backfill the lecord by adding new fects, but rather, merely cite 
trial testimony in an attempt to highlight MercExchange's version of pre-2003 events. Thxis, 
rathtf than striking such rqjorts, the coxirt will sin5)ly disregard and give no weight to any 
portions of such reports that the court deems to be inconsistent with its prior factual findings. 

In light of the court's decision not to strike such rqiorts, nor strike references to uBid, the 
court must permit some form of discovery to ensure that the parties have a £air c^]portimity to 
mvestigate and challenge evidence advanced by flie opposing party As discussed at flie hearing 
on this matter, eBay relies on Lussier v, Runvon. 50 F3d 1 103 (1st Or. 1995) for the proposition 
that **once the record is closed, a district court, absent waiver or consent^ ordinarily may not 
receive additional factual information of a kind not susceptible to judicial notice unless it fully 
reopens the record and animates the panoply of evidentiary rules and procedural safeguards 
customarily available to litigants." Id. at 1 105-06 (emphasis added). Adding some context to 

Although MercExchange firmly opposes reopening discovery as doing so delays 
resolution of its motion for an injunction, it was MercExchmge that submitted numerous expert 
reports, some nearly forty pages in length with hundreds of pages of exhibits, and a declaration in 
siq>port of a new allegation that eBay committed a fraud on this court. The court's decision to 
consider such materials necessitates that eBay be permitted the opportunity to investigate tiiem, 
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such quote, in Lussier the district court was "[d]issatisfied with flie trial evidence" regarding the 
plaintifTs future disability benefits, so the court, in m effort to accurately calculate plaintiff's 
damages, ordsed the parties to file a status report concerning certain disability payments diat 
plaintiff would receive in the future* Id. at 1 1 13. Plaintiff, "though objectmg vigorously to the 
directive," submitted some evidence rdating to his mterim disability payments, whoeas the 
defendant offered no information. Id. Subsequently, the court, apparmtly exasperated with 
defendant's feihire to submit requested mfOTination, used the plaintifTs forced submission to 
calculate the present value of plaintiff's fixture disabiUty benefits, reduced plaintLff* s damages 
based on such calculation, and *^aid lip service'' to the fact that it had "reopened die record," 
atlll3, lllSn.l6. Chi apped, the First Circuit concluded that althoii^ the district court 
claimed to have reopened the record, its actions failed to approach the proper method of 
reopening the record as the court, "over the plaintiffs objection, en^ged in a unilateral pursuit 
of additional evidence without affording the parties the standard proi^ylaxis that generally 
obtains at trial . . . lincluding] the right to object to evidence, the right to question its source, 
relevance, and reliability, die right to cross-examine its proponent, and the right to impeadi or 
contradict it " Id at 1115 n.16. 

Although this court's views are in alignment with the First Circuit's, the court does not 
agree with eBay's broad categorization of &e Lussier opinion standing for the proposition that if 
the record is reopened, it must be reopened without limitation. Rather, Lussier espouses the 
proposition that a court, no matter what its motivations, may not undertake the unilateral pursuit 
of extra-record evidence nor under any circumstances consider evidence advanced by cme party 
conc^ning disputed material facts that the opposing party is not presented an opportunity to 
challenge. Id, at 1 113; see also Bladk v. TIC tovestment Corp>. 900 F.2d 1 12, 1 16 {7th Cir. 

14 



1990) ("Where new evidence is presented in a reply to a motion for sununary judgment, die 
district court should not consider the new evidence without g^ving the movant an opportunity to 
respond."). Such lequiiemmt is a *faadamental principle of our jxirispnidence" as "[o]^ is a 
system that seeks the discovery of truth by means of a managed adversarial relationship between 
the parties, [and] [i]f we were to allow judges to bypass this system, even in the interest of 
furthering efficiency or promoting judicial economy* we would subvert this ultimate purpose," 
Lussier, 50 F3d at 1 1 13-14, Thus, a district court may, in its discr^on, "reopen the record'' in a 
limited manner with respect to a targeted issue, so long as the parties are presented an equal and 
feir opportunity to investigate the facts and diallenge the opposing party's evidence through 
traditional adversarial means. See, e,g.. Black, 900 F.2d at 1 16 (remanding and explaining that a 
late filed affidavit could either be considered or disregarded by the district court; however, if 
accepted, the court must afiford the opposmg party the opportunity to respond); Chamberlain v. 
Denny's, hic, 206 F.RD. 418, 419-20 (D. Md. 2002) (pennitting die plaintiffs to file an affidavit 
firom an individual improperly omitted fi*om a prior discovery request because *the evidence to 
be presented by the witness [tardily identified] was particularly significant and dealt with a key 
issue in the case"; however, because such individual "had not been previously identified as a 
witness in the case, the Court granted defaidant the right to depose him and ascertain pertinent 
facts relating to his observations »..*'), 

Here, the court's denial of eBa/s motion to strike MercExchange's exhibits necessitates 
that, in order to preserve the adversarial system, the court reopen die record and permit the 
parties additional time to perform limited discovery mto the new evidence submitted to the court 
As requested by eBay at the hearing on fliis matter, the parties are pennitted to perform additional 
depositions as well as sarve document requests; however, all discovery requests must be conBned 
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to flie investigation into events occurring subsequent to this court's denial of MercExchange's 
initial motion for an injunction. Furthermore, because the court's decision to reopen the record is 
not made without consideration of MercExchange's interest in a speedy resolution of its motion 
for an mjunction and the extensive discovery previously conducted, the court will limit each 
party to five depositions, lasting no longer than six hours each, and all depositions must be 
concluded by March 2, 2007, Additionally, all document requests must be served no later than 
January 12, 2007, and objections or responses are due no later than February 2, 2006, lii the 
event that discovery disputes arise, the parties must contact Magistrate Judge James Bradberry no 
later than Fd)ruaiy 6, 2007, to determine an expedited discovery dilute procedure. Such limited 
time-frame should be more than sufBcient to afford tiie parties, which each have extensive legal 
teams spanning multiple law firms, adequate time to investigate the pertinent issue?, yet at the 
same time will allow for a hearing on the motion for an injunction and motion to stay to be 
conducted in the near fixture. Following the conclusion of discovery, the parties will be permitted 
until March 16, 2007, to file a supplemental brie£ not to exceed twenty pages, in support of its 
motion and in opposition of the opposing party's motiwL" Hie court anticipates that such briefe 
will focus primarily on the \q>dated discovery and the impact of such discovery on the pending 
motions. 

The court's decision to limit discovery is permitted by Federal Rule of Civil Procedure 

" The court is cognizant of MercExchange's desire for die speedy resolution of its 
motion and the court begrudgingly peralits the parties until March 2, 2007, to complete 
additional discovery, which, along with two weeks for supplemental briefing, delays resolution 
of this mattra: until at least March 1 6, 2007. The court originally mtended to permit the parties a 
significantiy shorter period to conduct discovery; however, due to the close proximity of tiie 
issuance of this order to the December holiday season, realistically, the court recognizes that 
neither the lawyers nor the deponents would be able to comply with such a schedule without 
modification. 
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26(b)(2) which states: "By order, the court may altCT the limits in these rules on the number of 
depositions and interrogatories or the length of dq)Ositions under Rule 30. By order or local rule, 
4e court may also limit the numbo: of requests [for admission] " Fed, R. Civ. P. 26(b)(2), Thus, 
pursuant to such rule and in recognition of the afready well-developed record, there will be no 
interrogatories and no requests for admission during the limited discovery period; however, as 
discussed above, the court will permit both eBay and MercExchange to perform five depositions 
and to SCTve document requests relevant to the time period beginning August 6, 2003. The 
propriety of the court's limits on discovery is further bolstered by the feet that eBay stated at oral 
argument that it was not seefcLng never-ending discovery, but intended on submitting document 
requests, as well as performing a limited number of depositions including corporate depositions 
of uBid, MercExchange, and possibly Altitude Capital" Although MaxjExchange has not 
requested the right to conduct depositions or serve document requests, the court will permit each 
party Ae same discovery rights. To reiterate, the pennissible discovery must relate to 
developments subsequmt to August 6, 2003, that are relevant to MercExchange's motion for an 
injunction and eBay' s motion to stay the proceedings. 

m. eBay's Motion to Strike the Nahan Declaration 

eBay's challenge to the sworn declaration submitted by Kennetit Nahan prompted a 
separate motion to strike because such declaration was not filed in support of MercExchange's 

The court sees minimal relevance in exploring the details of Altitude Capital's alleged 
capitalization of MercExchange because even if MercExchange recently received a multi-million 
dollar influx fi-om such source, considering the totality of the circumstances and the damages at 
stake in this litigation, such fact appears to have litde hnpact on the determination of whether or 
not an injunction should issue. However, the court will permit the parties to choose how to 
allocate their five pearmitted depositions, so long as the depositions seek to obtain information 
relating to events occurring subsequent to fliis court's August 6, 2003, order, 
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injunction motion, but rather, was filed as an exhibit to MercExchange's response in opposition 
to eBay's motion to stay the proceedings. MercExchange submits the Nahan declaration in 
support of its claim that, at trial, eBay perpetrated a fraud on the coxut and, therefore, is not 
deserving of a favorable ruling in equity. The fraud alleged by MercExchange involves eBay's 
failure to disclose that it had a meeting with Mr. Nahan prior to trial at which eBay was allegedly 
informed that the Newman video, an exhibit introduced by eBay at trial, was confidential* eBay 
contends that such claim is false, irrelevant, and untimely; furfhermore, eBay denies all 
allegations of fraud. 

eBay attempts to si^ress the Nahan declaration based on argumrats similar to tiiose 
discussed in the previous section of tiiis order, ^>ecifically, both that MercExchange did not file a 
motion seeking to Twpen the record and that MercExchange previously had the opportunity to 
file such declaration or call Mr. Nahan as a witness and its failure to do so makes tfie declaration 
untimely. Additionally, eBay highli^ts the £act that, at trial, MercExchange challenged the 
admissibility of tfie Newman video and objected to statements suggesting that such video was 
public, TTiflVing submission of the Nahan declaration di^Ucative and unwarranted. 
MercExchange counters by pointing out that allhou^ the facts regarding eBay's meeting widi 
Mr. Nahan may have previously been in existence, eBay did not produce fee Newman video until 
after the close of discovery and eBay never informed MercExchange or the court of its meeting 
with Mr. Nahan. MercExchange contends that is it disingenuous for eBay to have concealed the 
confidential nature of the video, as well as its meeting with Mr. Nahan, and then feult 
MercExchange for failing to uncover such intentional concealment 

Along with the claims duplicative to the motion to strike the injunction exhibits, eBay 
also seeks to have portions of the Nahan declaration strick^ for containing inadmissible 
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hearsay.'^ Furthermore, eBay contends that the Nahan declaration should be strickm because 
MercExchange foiled to provide evidence corroborating Mr. Nahan's confidentiality claims/* 
In response to the hearsay claim, MercExchange aigues that all statements made by eBay's 
counsel are not hearsay under Rule 801(d) of the Federal Rules of Evidence as they represent 
statements by a party opponent With respect to the lack of corroboration, MercExchange 
contends thai because it was eBay's bxirden at trial to prove that the Newman video was public, 
neither MercExchange or Mr, Nahan need to provide corroboration to establish tiie 
confidentiality of the video. 

As discussed in detail in Part III above, the court will not strike any of MercExchange's 
exhibits, including die Nahan declaration, based on the lack of a fomnal motion to reopen 4e 
record. As to die timing of the Nahan declaration, cBay's failure to produce the Newman video 
until after the close of discovery supports MercExchange's claim that it never had the 
opportunity to fuUy investigate the facts surrounding the video. That being said, the Nahan 
declaration, submitted by MercExchange in opposition to eBay*s motion to stay, ^)pears to be 
rather far afield from the primary issues before the court, and although certainly relevant to tibc 
court's equity calculus, the court recognizes not only that flie declaration includes hearsay, but 
that Mr. Nahan has minimal corroboration for his position and that MercExchange has submitted 



Numerous paragraphs of the Nahan declaration include references to what Mr. Nahan 
was told by counsel for both MercExchange and eBay. Additionally, two paragraphs contain 
information q)parently relayed fix)m eBay's counsel, to Mrs. Nahan, to Mr, Nahan. 

MercExchange has provided what purports to be a control log and several sample 
unsigned confidentiality agreements in an attempt to corroborate Mr. Nahan's claims that the 
Newman video was maintained as confidential. eBay challenges the authenticity, relevancy and 
admissibility of such exhibits. 
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coBflicting affidavits/* Considering which party carries the burden, although MercExchange is 
correct that at trial the brurden was on eBay to prove that the video was in the public domam, thus 
potentially invalidating MercExchange's patents, at this stage in the proceedings it is 
MercExchange that is attempting to prove diat eBsy c(Hnnutted a fiaud on the court, and 
therefore, it is MeicExchange that carries the burden to establish not only flmt the video was in 
fact confidential, but that eBay knew it was confidential and represented otherwise to the court 

Based on the considerations discussed above, the court denies eBay's motion to strike the 
Nahan declaration as although MercExchange' s allegation of fiaud may be somewhat tangential 
to the primary issues before the court, it is tnw that if eBay has perpetrated a finud on the court it 
is undeserving of a ruling in equity. The court does, however, recognize both that several 
statements within flie Nahan declaration appear to be inadnussible hearsay and that 
MercExchange's evidence attempting to corroborate Mr. Nahan*s statements is not conqielling. 
Likewise, although the past Honicoip ofBcers' aflSdavits, advanced by eBay, characterize the 
video as non-confidential, such afiBdavits suflfer fix>m a similar infirmity as the Nahan affidavit as 
portions are plainly hearsay. Therefore, as vrith the portions of the expert reports tiiat the court 
deems improper, the court will give no wdgjit to hearty statements contained in any affidavit 
before the court and will give the wei^t the court deems appropriate to the portions of the 
declarations that are propearly before the court. 

In anticipation of the court's denial of eBay's motion to strike the Nahan declaration, 
eBay has requested both in its memoranda and at oral argument that, in tiiat alternative, it be 

eBay submits affidavits firom Douglas Graham and Karen Bacon, past officers of 
Honicorp Inc. (Honicorp), Mr, Nahan' s company. Such affidavits are offered in support of 
eBay's claims that the Newman video was not confidential and that eBay's counsel was informed 
prior to trial that the Newman video was not confidential. 
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afforded the opportunity to dq)ose Mr. Nahan as well as file declaradons in opposition of the 
Nahan declaration. However, as previously noted, eBay has in feet already filed two declaiations 
in opposition of the Nahan declaration, and therefore, eBay*s request to submit additional 
declarations is denied,^^ As for eBay*s request to depose Mr. Nahan, the previous section of this 
order indicated that the court is pennitting both parties the opportunity to pexform five additional 
depositions and if eBay chooses to use one if its five dqjositions on Mr. Nahan, it may do so. 
Likewise, MercExchange is permitted to allocate two of its dq)ositions to the two Honicorp 
of&cers that offered declarations in opposition of the Nahan declaration if it chooses to do so. 
The court clarifies that the issue regarding tiie Newman video is the only issue pre-daring the 
court's August 6, 2003, denial of MercExchange's injxmction motion that the parties are 
permitted to investigate during discovery, and that such investigation is being permitted only as a 
result of eBay*s tardy submission of the Newman video after die close of trial discovery. 

IV. eBay^s Motion for Leave to Submit a Motion to Enforce the Protective Order 

Unlike eBa/s motions to strike, which are directly related to the motion for an 

injunction and motion to stay, eBay's motion to enforce the court's protective order is somewhat 
discrete; thus, eBay properly filed a request to file such motion rather than simply filing it. 
Furthermore, although eBay was correct to request permission to file a motion to enforce the 
protective order, eBay's allegations with respect to the protective order are at least tangentially 
related to the two primary motions before the court because eBay alleges improp^ participation 



Such declarations are attached as exhibits 18 and 20 to eBay's reply brief in support of 
its motion to stay. Exhibit 1 8 is a sworn statement offered by Douglas Chaham, the president of 
Honicorp from 1991-1993 and it suggests botii that the Newman video was not confidential and 
that Graham told eBay it was not confidential in March, 2003 (eBay Reply to Mo. to Stay Ex,l 8). 

21 



in the PTO reexamination proceedings; such proceedings are plainly pertinent to both the motion 
to stay and motion for an injunction. Additionally, if the court were to doiy eBay leave to file 
such motion the court would potentially be permitting violations of the protective order to go 
unchecked Finally, the parties have aheady fully briefed the motion to enforce the protective 
order, and thus, even though this court previously instructed the parties iwt to file additional 
motions, at this stage there is little justification for the court not to teach the merits of the fiiUy 
briefed motion. Therefore, eBa/s motion for leave to submit its motion to enforce the protective 
order is granted. 

V. eBay's Motion to Enforce the Protective Order 

On March 8, 2002, this court entered a stipulated protective order submitted by tfie 

parties; although the court did not draft such order, its final provision states that the court may 
modify the protective order "at any time upon a showing of good cause" (March 8, 2002 Onier 1 
21). eBay's instant motion to enforce the protective order was prompted by the feet that experts 
originally engaged by MercExchange to testify at the trial on this matter have made submissions 
tothePTOonbehalf of MercExchangeinsupportof thevalidity oflhe '265 and '051 patents. 
Such experts, prior to being permitted to view eBay's confidential business information, signed 
sworn statements indicating that they read and understood the terms of the protective order, 
agreed to be bound by the conditions of such order, and would not use or disclose any 
confidential roformation except for purposes explicitly allowed by the order. eBay contends that 
the protective order bars such experts fiom having any involvement in the PTO reexamination of 
the patents at issue in the instant litigation, whereas MercExchange contends that the paragraph 
of die protective order directed at outside experts does not bar such involvwnent. eBay's motion 
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seeks lelief in tiiree fonns: first, eBay requests that this court order MCTcExchange's exp«ts, Eta. 
Weaver, Palmer, and Frieda, to cease all participation in patent prosecution activities on behalf 
of MercExchange; second, that MercExchange be ordered to wiflidraw all declarations submitted 
to the PTO by such experts and all new or amended claims suiq)orted by such declaratiotis; and 
third, that MercExchange maintain a log, for in camera inspection, of all documents relating to 
communications with, or analysis by, its experts regarding patent prosecution efforts. 

After carefiilly considering the merits of eBay*s motion, the court determines that 
MercExchange has not violated the terms of the protective order, and thus, it is not proper for 
this court to order MercExchange to withdraw any expert declarations or related claims.*' 
However, the court also concludes that the spirit of the protective order suggests that experts who 
accessed eBa/s confidaitial information should not be participating fai die PTO reexamination 
of the very patents tiiat constituted the core of the Utigation such ejq)«ts were inv^ As a 
result, the court detennines that diere is "good cause" to modify the protective order to require 
that, firom this point forward, any expert with prior access to eBay's proprietary information diall 
no longer participate in the PTO reexamination of any of the patents at issue io the instant 
litigation.*^ The court reaches such determination in spite of the feet tiiat there has been no 

" For brevity's sake, the court avoids an extensive discourse into the textual analysis of 
the protective order and deems it sufl&cient to explain that although eBay is correct that the 
protective order states that under '*no circumstances shall any person ta4io accesses [confidential] 
materiar participate in patent prosecution activities, MercExcbange's position that the protective 
order's stracture limits tiie application of such broad language to law firms and their employees 
is more persuasive than eBay's contention that it covers all individuals, including experts. 
(March 8, 2002 Order H 4). 

MercExchange argues that much of the information previously marked as confidential 
became public at trial, thereby losing its confidential status. The court recognizes, however, that 
because summary judgment was granted on the '051 patent, vast amounts of proprietary 
information were not publicly displayed at trial. Likewise, even thougb the '265 patent was 
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showing that confideDtial infonnatiiHi has been misused because the addition of fifty-two claims 
to one of the patents constituting the core of the mstant litigation creates the veiy real potential 
for the umntentional misuse of confidential information. 

The court's decision to prohibit MercExchange's trial e^^erts from future involvement m 
fte PTO reexamination is based on several factors balanced by tbe court including: (1) the 
apparent minimal burden on MercExchange to retain alternative experts who did not personally 
examine eBay*s confidential information if future r^orts or consulting is necessary/' (2) the 
reality that the ex parte nature of the PTO reexamination process prevents eBay from effectively 
monitoring disclosures made by experts that viewed confidential information coupled with the 
fact that it is not wiflitn the province of this comt to provide monitoring or oversi^t of 
submissions to the PTO; and (3) as several cases cited by eBay effectively demonstrate, it is 
oftentimes impossible for an individual, even with the noblest of intentions, to delineate between 
ideas that they may advance as a result of their own creation, and those influenced by past 
e7q>osure to confidential information. The high risk of madvertent disclosure of confidential 
information due to the difiicultly in mentally segregating the origin of ideas,^ as well as the 

litigated in open court, a significant amount of eBa/s confidential information subject to review 
by MercExchange*s experts was not revealed at triaL Therefore, any expert viewing any of 
eBa/s information that remains confidential must cease involvement in the PTO reexamination. 

^' See, ofe, U.S> Steel Corp. v. United States. 730 1465, 1468 (Fed Cir, 1984) 
(recognizing that forcing the plaintiff to rely on newly retained coimsel "would create an 
e^ftreme and unnecessary hardship"); Motorola. Inc. v. hiterdigital Tech, Corp,, No. 
93-488-LON, 1994 U.S. Dist. LEXIS 20714, at *15 (D. Del Dec. 19, 1994) (unpublished) 
("Courts have also considered the hardship to the client if counsel is disqualified or restricted in 
some manner.")- 

In U.S, Steel Corp., the Federal Circuit explained: ^'Inadvertence, like the thief-in-the- 
night; is no respecter of its victims. Inadvertent or accidental disclosure may or may not be 
predictable. To the extent that it may be predicted, and cannot be adequately forestalled in the 
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inability of both eBay and this court to police expats* communications with the PTO, is 
precisely v/by the court believes that an absolute bar from paiticipation in tiie reexaniinatioii of 
the very patents at the heart of the instant litigation is necessary?' 

Although, as previously mentioned, it does not appear that MercExchange's experts have 
inqnroperly relied upon eBay*s proprietaiy infoimation, tihie post-trial addition of fifty-two claims 
to the '05 1 patent creates a very real and expressly identifiable potential for misuse of 
confidential information as MercExchange attempts to redefine the scope of such patent and 
defend the validity of both die '05 1 patent and the '265 patent after preliminary PtO fmdings 



design of a protective order, it may be a factor in the access decision." 730 F,2d at 1468, 

Although MercExchange cites several cases m support of its contention that broad 
language in a protective order prohibiting involvement in patent prosecution for similar patents 
or in a similar field for a set number of years is dis&vored, two significant factual distinctions 
exist between such cases and the instant matter- See, e.g.. Trading Tedbnologjes Intern., he. v, 
eSpeed, hic. No, 04 C 5312, 2004 WL 2534389, at *1 (N,D, IlL Sept 24, 2004) (unpubUshed) 
(refiising to bar die plaintiff*s attorney vAio is "primarily a litigator" firom being involved in 
prosecuting pat^ts on plaintiffs behalf for a specified number of years because: (1) such 
attorney is generally only "incidentally involved in patent applications" and "acts as an advocate, 
not as a drafter of specifications and claims*'; and (2) the comi had no reason to doubt that such 
attorney would "conscientiously keep in mind and act to uphold his professional obligations"); 
AFP Advanced Food Products LLC v. Snyder's of Hanover Mfg., No. Civ,A- 05-3006, 2006 WL 
47374, at *2 (ED. Pa. Jan. 6, 2006) (unpublished) ^Bailing AFP's attorneys from prosecuting 
similar patents for two years following this suit, without some tangible reason or good cause 
other than the general threat of inadvertent misuse of discovered materials, is the exact type of 
overly broad and generalized fear rejected in [various past federal cases].")- The two primary 
differences between the instant dispute and such cases are> first, that the cited cases involve 
barring lawyers fix>m involvement in patent prosecution, not experts, and not only must a court 
presume a heightened level of ethical conduct on the part of lawyers as compared to experts, but 
also, requiring a party to replace counsel th^ have a longstanding relationship with creates a 
much greater burden than requiring a party to hire different experts. See Safe Flight Instrument 
Corp. V, Sundstrand Data Control, Inc., 682 F. Supp. 20, 23 (D. Del. 1988) C*[C]ounsel who are 
admitted to the Bar of this Court are officers of the Court and are bound by the Code of 
Professional Responsibility,"). Second, the patent prosecution activities that eBay seeks to bar in 
the instant motion do not involve "similar patents" or fiiture patents in a "similar field," but 
rather, involve the reexamination and addition of claims to the very patents constituting tiie core 
of the instant litigation. 
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suggest that such patents may be invalid. In In re Papst Licensmg. GmbH, Patent Litigation, No, 



MDL 1278, 2000 WL 554219 (E.D. La, May 4, 2000) (unpublished), the court concluded: 

[r|t is clear that the advice and participation of Hie Vapsx parties' counsel in 
preparation and prosecution of patent s^lications related to the patents m suit is 
an intensely competitive decisionmaking activity and would be informed by 
access to the Non-Papst parties confidential information. Counsel's ability to file 
new claims in existing and pending patents based on the confidential iafonnation 
discovered during tfie course of this litigation poses an unacceptable opportunity 
for inadvertent disclosure and misuse , Aldiough the Court is confident that 
counsel for the Papst parties maintains the highest ethical and professional 
standards, the risk of inadvertent disclosure and misuse and the difBculty of 
distinguishing the source of flie Papst parties' basis for filing new claims are great 

R at *4 (emphasis added).^ Similarly, in Mikohn Gaming Corp. v. Acres Gaming Inc., 50 

U.S.P.Q.2d 1783 (D. Nev. 1998), the law firm representing the defendant in district court was 

also prosecuting patent applications on behalf of defendant that were **part of the very core of 

tfa[e] suit)" and the court found that were such firm given access to plaintiffs proprietary 

technology it **would be in the ^untenable position' of having to either refiise his client legal 

advice on competitive design matters or violate the protective order's prohibition against 

revealing [plaintiffs] technical information.'* W. at 1785-86, The court noted that "[n]o matter 

how miK:h good &ith [such lawyers] might exercise, it is unrealistic to expect that * . . knowledge 

of [plaintiff's] secret technology would not or could not influence the nature of his advice to 

[defendant]"; therefore, the court concluded that the defendant's patent prosecution firm could 

not view fee plaintiffs confidential information,^ Id. at 1786. Finally, in Motorola, Inc. v. 



^ Notably, the quote from In re Papst Licensipg talks only of counseFs "abiUty to file 
new claims" as part of die reexamination process, whereas here, new claims were in fact filed. 

^ This court is aware of the District of Maryland's recent decision in Medlmmune, Inc. 
V. Centocon Inc., 271 F, Supp. 2d 762 (D. Md. 2003), which permitted patent prosecution 
counsel to view the opposing party's confidential information during the course of discovery. 
However, the &cts of Medlmmune are inapposite j5x>m both Mikohn and the instant facts, and 



26 



InterdigitalTech. Corp.. No. 93^88-LON, 1994 U.S. Dist LEXIS 20714 (D. Del Dec. 19, 1994) 
(unpublished), the district court noted ftat because the defendant's attorneys were currently 
prosecuting patent applications related to tiie very patents at issue m the lawsuit, if such attorneys 
were permitted to view plaintiffs 'Voluminous confidential information" than they **would have 
to constantly challenge the origin of every idea, eveiy spark of genius," at 14-15, The court 
characterized such segregation of ideas as a "sisyphean task, for as soon as one idea would be 
stamped Hmtamted,* another would come to mind," and the "level of introspection that would be 
required is simply too much to expect, no matter how intelligent, dedicated, or ethical the 
[defendant's] attorneys may be." W. at *15. As a result, the court barred the defendant's lawyers 
and enq>loyees that viewed plaintiffs confidential information j&om participating in pat^t 
prosecution. Id. at 17-18, 

Unlike Papst Mikohn, and Motorola, here, the issue is not whether attorneys actively 
participating in patent |»x>secution may view confidential information;^ rather, the issue is 
whether experts that previously participated in litigation as trial experts and accessed confidential 



were expressly recognized as such in the Medhnmune opinion, which explained that, unlike 
Mikobn, there was no showing that '*patent counsel was currentlv prosecuting patents on Ae 
exact same subject matter of the litigation." Id. at 775 n.14 (emphasis added). Furthennore, the 
instant matter is readily distinguishable fix)m Interactive Coupon Marketing Group. Inc. v, 
H.OX! Coupons, LLC. No. 98 C 7408, 1999 WL 618969 (ND. IIL Aug. 9, 1999) (unpublished) 
which barred patent prosecution counsel fi-om viewing confidential information because counsel 
"has represented and is likely to represent [the plaintifFI in the prosecution of numerous related 
patents, and ... is deeply involved m representing the client in multiple, related infiingement 
cases in the context of a fluid, developing technology." M. at *3 (en5)hasis added). Unlike 
Interactive Coupon, here, it is not past or potential fUture patent prosecution, nor merely "related" 
patents at issue, but rather, here, the court seeks to prevent experts tiiat accessed eBay's 
confidential information finom participating in the reexamination of the very patents constituting 
the core of the litigation. 

^ MercExchange has properly segregated trial representation and patent prosecution to 
two separate law firms. 
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infonnation during the course of such engagement may later paiticqiate in the reexamination of 
the very patents they were retained to opine on. Although this conrt recognizes the di£ferrace 
between an expert's mvolveraent and an attorney's involvement, including the differoices in the 
ability to influence strategic decisionmaking, the court notes that segregating patent prosecution 
and patent litigation to two separate law firms would lose its intended purpose if consultaxits that 
qualify as experts in the field of claimed inventions were permitted to view an opposing party's 
confidential infonnation, woric closely alongside litigation counsel, and then subsequent to trial, 
crossover and work alongside patent prosecution counsel during fee reexamination of the very 
same patents, Furthennore, heare, the impropriety of such crossover is multiplied by ttie feet that 
MercExchange has added fifty-two claims to one of the patents at the core of the Utigation. 
Aldiough the court does not dispute MercExchange's legitimate desire to continue reexamination 
with aid from experts femiliar with the facts of this case and die patents at issue, if, as 
MercExchange contends, its experts' involvement in the reexamination is truly limited to 
disputes about the scc^ of prior art and other matters plainly distinct fix)m eBay*s confidential 
information, than MercExchange will suffer little prejudice in being required to rely on 
alternative everts diathave not accessed eBay's confidential information. 

Jn summary, although MercExchange's construction of die previously entered protective 
order appears correct, the court at this time modifies such order to prohibit MercExchange's 
outside e:qpert$ and independent consultants that viewed eBay's confid^tial infomiation firom 
any fiirdier involvement in the PTO reexamination of the patents subject to the mstant litigation. 
Such remedy is *T)road enough to protect [eBay's] confidential infonnation, yet seeks to 
minimize the hardship to [MercExchange]" as the court's prohibition ^lies only to the patents 
at issue in the instant lawsuit Motorola, 1994 U.S. Dist LEXIS 20714, at *18. Alfliough 
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modifying the protective order based on good cause, the court denies eBay's request that any past 
submissions, or claims founded on such submissions^ be ordered withdrawn from Hie PTO as the 
court is mindful of its responsibility not to disrupt the PTO's administrative proceeding, 
Mo^^Bxchange's and eBay's interest in a tiniely resolution of botfi the instant litigation and the 
PTO reexamination, and the fact that MercExchange*s experts* submissions were not in violation 
of the protective order as written. Furthermore, as suggested by the above findings, the court 
denies eBay's request that MearcExchange maintain a log for in camera review of all expert 
submissions to (he PTO, as past submissions were not hi:q)roper, and future submissions will not 
occur in li^t of this court' s mling. 

V, Conclusion 

Based on the prospective nature of tiie relief sought in MercExchange's motion for an 
injunction and eBay's motion for a stay of the proceedings, as well as the fact that both parties 
rely heavily on factual developments occurring subsequ^t to this court*s denial of 
MercExchange*s original motion for an injunction, the court deems it necessary to reopen the 
record and permit the parties to investigate recent fitctiial developments through the adversarial 
jmcess. Although the court recognizes that permitting the parties to perform additional 
depositions and submit document requests will delay the resolution of the pending motions, an 
apparent detriment to MercExchange, the court notes that it was MercExchange that chose to 
submit numerous expert declarations and other exhibits in support of its injunction motion, and 
MercExchange simply cannot have the benefit of the court considering such submissions without 
the associated detriment of eBay being permitted time to investigate them. 

Although the court's decision to reopen the record is properly limited to devel(q)ments 
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occurring after August 6, 2003, flie date this court denied MercExchange's initial motion for an 
injunction, the court will permit inquiry into eBay*s production of the Newman video in light of 
its pre-trial meeting with K^meth Nahan, Although the fects regarding such matter predate 
August 6, 2003, the court recognizes that eBay produced the Newman video after the close of 
trial discovery and that MercExchange never had the opportunity to fiilly investigate such matter. 

The court grants eBay's motion to file its motion to enforce the protective order, 
however, after considering the substantive motion, the court determines that MercExchange*s 
experts have not in fact violated the protective order as written. However, after considering the 
briefs and oral arguments, the procedural posture of both this case and the PTO reexamination 
proceedings, and the intended goals of the protective order, the court agrees with eBay that trial 
experts and consultants that viewed eBay's confidential information should not be permitted to 
participate in the PTO reexamination proceedings of the veiy same patents at &e heart of the 
Utigatioa As a result, the court, for good cause shown, modifies the protective order to require 
that, fi-om this point forward, any non-party expert or outside consultant fliat viewed eBay*s 
confidential information cease participation in flie PTO reexamination of the patents at issue in 
the instant litigation. 

In summary, both of eBay's motions seeking to strike newly submitted evidence are 
DENIED. As a result of such denial, the court PERMITS both parties until March 2, 2007, to 
perform additional discovery into eBay's knowledge and representations regardiug the Newman 
video as well as all relevant factual developments occurring subsequent to August 6, 2003. As 
previously discussed, in recognition of the aheady well-developed record, there wiU be no 
interrogatories or requests for admission; however, both parties are permitted to conduct five 
depositions, each lasting no long^ flian six hours. Additionally, document requests may be 
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swed by both parties no later than January 12, 2007, and objections or responses to such 
requests are due no later than February 2, 2007. Finally, each party is afforded until Mairrh 16, 
2007, to subnoit a single supplemental brief ui support of its motion and in opposition of the 
opposing party's motion; such brief is limited to 20 pages in length. 

The court GRANTS eBay's motion for leave to submit the protective ord^ motion and 
GRANTS in part, and DENIES in part, the substantive protective order motion. Specifically, 
the court GRANTS the portion of the motion requesting that experts that viewed eBay's 
confidential information be prohibited from further involvement in the PTO reexamination of the 
patents at issue in this litigation and DENIES the rOToaindo: of such motion. 

The Cleric is REQUESTED to mail a^ies of this Older to counsel of record. 

IT IS SO ORDERED. 

M 

Jerome B. Friedman 
UNTTED STATES DISTRICT JUDGE 

Norfolk, Virginia 
December 18 , 2006 
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IN THE UNITED STATES DISTRICT COURT 
EASTERN DISrrRICr OF VIRGINIA 
Norfolk Division 



MERCEXCHANGE, ULC, 
PlaintiS 



eBAY INC, AND HALF.COM, INC., 
Defendants. 



Case No. 2:01-CV-736 



Befendants eBay Inc. anb Half.co»l, Inc^s Rsquests; for the^ Froduction 



& ^Amazooa** refas to AiQazon.cam and its parents, subsidiaries, afSliates, office, 
pnncq>als, agents, divisions, departmsots, parttiers, pzedeces^is, and sacG^ssors thereof 

9* ' refers to and its parents, sabsidiazies^ a£Gliates, ofBcers, ptinctpals, 

agents, divisions, dq^axtments, partner^ predecessors, and successors thereof 

10. XhristieV* refeis to Christie's and its parents, subsidianes, afigliates, ofBceacs, 
principals^ agents, divisions^ departments, partners, jnredecessacs, and successors £bereo£ 

II* *Tahoo" refers to Yahoo and its parents, ^sidiades, afBliates, officciis, 
piindpals, agmts, divisions, dqiartntisnts, partners, pre<^ 

12. ""ChamidAdvisar" refers to ChiannelAdvisor and its parents^ sabaidiarie^ 
aJGBUates, o£Scers, principals, agents, divisions, departments^ partners, predecessors, and 
SQCcesdors thereof 

13. The "Newman video*' refers to tbe video dcscribingtibe Honicorp sy^cm, Vi*ich 
was nanated by Edwin Newman, and bears a copyrigbt date of 1992. 

14. The term **MercBacchangB Pateoats" refers to the patents in suit, all patent 
applications pending befbrelhe U*S, Patent and Tradjeniack Office that are owned by or assigoed 
to MercExdhange, and all patoits nnder reemninatiQn that are owned by or assigoed to 
M^[t:£xchangfi^ indnding, wiflioixt lunitation, R^xamination Control Nos. 90/006,956; 
90/006,984; and 90/006,957, 

15. "The cnrrent lawsuif refiars to MerqBxchange, L.L.C v. eBay Inc. and Halfcom, 
Inc^ which is ci3n«iily pending in the Basteni Di^ 

16. The tenn ^^erson^' means any nature poson and any other cognizable entity, 
inchiding (without limitalion) coipoiations, proprietorships, partnerships, joint venture^ 
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Pursuant to Federal Rule of Qvil Proccdnre 34^ defeadants eBay Iqc. and HaEoom, Inc. 
C'eBay) hereby request fliat plaintiff MeicExcshangB, LJud CMercExchange'O produce fiar 
eBay*s inspection and copyizig, each and mrexy document and thing in its possession, c?ustody, or 
control identified and described in the following Documeaat ReqaestSt such items to be produced 
at the offices of eBay's oounsd, Skadden, Aips, Slate, Meagher, & Flam, 1440 New York Ave:, 
NW, Washington, D.C. 20005, unlfess ofeerwise agreed. 

L DBJOTinONS AND iNSTRUenONS 

1. 'TwIctcExcbaage*^ reftis to plaintiff MercExchange, LX.(1 and its paroals, 
subsidiaries, affiliates, ofla5eis, priiicq3[al8, agents, divisbijs, dqiartments, partners, joedecessors^ 
and successoxs t)ijBreo£ 

2. ^'eBa/' refers to defendant eBay inc. and its .parents, subsidianes, affiliates, 
ofEccKi, principals, agents, divisions, departments, paitafiis, predecessors, and successors thereof, 

3. * ^Half com" refers to defendant Half-com, hia and its parents, subsi<haries, 
nffi^ifltpq oflBceJs, prinripals, agotts, divisions, dq>artments, partners, predecesisars, and 
successors thereof 

4. The **Nahan patent*' refers to Patratt No. 5,664,1 1 1 

5. "Altitude C^tal" refers to AMtade Capital Partners and its parents, subsidiaries, 
afiShates, ofELcaa, principals, agieats, divisions, dq)artmeiite, partrras, predece^rs, and 
successors thereof 

6. The tcnn patents in suit" refers to U.S, Patait No, 5,845^65^ U. S. Patent 
6,085 and U^, Patent No. 6,202,051. 

7. **uBid** refers to uBid itad its parents, subsidiaries, affiliates, officers, principal^ 
agents, divisions^ dqiartments, partners, ptedecessois; and successors thereof. 
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consarlimns^ clubs, associations, fimndafions, govemmCTtal agencies oor instrranentalitics, 
socielies^ and ordars. 

17, The tenn "ooananunication" mews any tjansmissicflx of infonnation from one 
perscm to anoQiei: by any meaios. 

IS, The phrases *felate to," *%dflting to," or **rdfltfis to" shall be constnied to mean 
evidencing^ constituting^ lefenixig to, comi^nsing, illustrating, lecordxngy mjemo ri a h'ziTi g, 
supporting, or discussing. 

19. *Tk)ctaneiit" is used in the camprehensiye seme set forth in Federal Rnl& of Civil 
Ptocedm^ 34(a) and rejEeis to any docmnexit erfher dated aftear August 6, 20Q3 or related to 
deroiopments or events occuning after August 6, 2003. 

20. If yfm wi Ahold ai^ document because of a claim of privil^e, set forth, in Writing, 
die piivikge daiaied and flic &cts on- wlndi you lely to sigyport tiie claimed privilege, and 
jEizmisb a list idoitr^ing eadbi documeoit for which privilege is claimed, together *with &e 
Allowing in&rmation a$ to each sUch document a brief d^r^ition of its nature and subject 
xnatter, including the title and type of document; its date; ttie tiame and title of the aLu£har(s); the 
name and tide of the perspn(s) tp whom the document is addressed including all persons yAo 
received copies; the name and fide of tiie peiBonj(s) to ^whom the document was sen^ die mimber 
of pages; and the request to wfaidi die document is otherwise responsive 
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JL DOCUMENT R&QU^TS 
REQUBSTNal 

All docmnesits relating to all claims of aUe^ ixiftmgein&nt by eBay or Half.coin of any 
of tibie MercExchange patents. 
Request No. 2 

All (focqmentB relating to any meetingSj, conversations, or conespondeocc between 
MercExdiange and/or its attorneys and my inventor of the Nahan paleot 
R£qi;estNo«3 

AH documents relating to any inveatigatioa tfaat MercExdiange or its attorneys madd of 
the Newman vuleo. 
Request No. 4 

AU documents relating to Altitude C^taL 
BjequestNo*S 

All documents idadng to iiBidL 
Request Na 6 

All documents relating to any attenqpts by MetcExchajige or its attorneys or a^its to 
license or sell, or offer to license or sell, any of the MeicBxchange patents, including, wi^ut 
limitation, McrcExchaige's $Siesnpts to eaoter into maiketing or licensing airangeznfints vd1ix 
either Amazon, MSN, Christie's or Yahoo. 
Request No. 7 

All documents relating to MeroExchange^s license^ iTirliiHtngj, but not limited to, any 
comnnmicatiQns between MercExchange and any MercExcbange licensee. 
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KKQU£8TNo.8 

All state find federal tax re1unis» inciudixig, but not limited to, any ameodmeots, filed by 
or on behalf of MeTc£xcbange fiom 2004 to fhe preseitt H fite-: 

All documents thai relate to the ChatmelAdvisor licesosing agreement with MacExchauge. 
Request No. 10 

AH docuniGals rckting to any hazm Mca^dbsDge has suffered or day sufEer due to thq 
absence or denial of an injunction against eBay orHalfcanL 
Request No. 11 

AU documents relating to MercBx:ch$aQge*$ ooipotate meetings^ lesolntiocns, or 
declaratjonsj jnchrdTng^ hnt tint Ifrm'tptrT tn^ Tnitmfi^ nf ^yxijH^ryyff* mPfttnES, 
R£QUESTNOl12 

All documents related to any stissnpt by MercExchange to commercialize otr build any 
embodiment of any claim of any of tiic MeccExchange patents. 
Request Na 13 

All documents relating to any ownership ii£t^i}sst in or ten on any possible financial 
recovery jSxan the cunect lawsuit 
REQIi£STNal4 

All documents relating to fhe amount and source of fimds i^eived by MercExchange 
from 2004 to the present datei 
Request No. 15 

Ccwnplete file histmies fijr U.S. Patent J^lkation Nos. 09>^03;286; 0ft253,014; 
09/670^62; and 09/557,617. 
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Dated- January 12, 2007 



ATTOKNBYS PORlteFEhlDAMTS EBay b4C. ANT) 

Half.cxjMjInc. 
Jeffiey G.Randall 

SKAIWEN, AiffS, SlA^ra, MBAGHER & FLOM LLP 

52SXA]ivei^Ave. 
Palo AltQ,CA 94301 
(650)470-4500 

AflmM. Soobert (VSBN6. 35S17) 
Skadd&n, Asps, Slatb, MEAcmn & FLotf llp 
1440 New Ymk Ave. 
Washington. DG 20005 
(202)371-7000 

Robert W. M^adand (VSB No. 24021) 

McGuibbWo(»}S LLP 

Woridi^adeCaiter 

101 West Main Street, Suite 900 

NoffQlk,VA 23150-1655 

(757)640-3700 
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CERTIFICATE OP SERVICE 



I hereby certify ffciat I caused a true and carrect ccipy of the foregoiEg Defendants eBay 
fisra AND Haif.com, lira's Re<^jests for the Producttqn of ItocuMENTs AND Things to 
^lAnmPPMSR£iBxCHAHCB^ LL-C- to be searved as follows tins 12ai day of January, 2007: 



VIA HAND DELIVERY: 

Gregory N. StOhnan, Bsquiic 
Huiiton & Williams 
SttnTrust Caitfir #1000 
NoifbltVA 23510 

Scott L Robealsoii, Bsqvire 
HmKt(m& Williams 
. 1900 K Street, N.W- 
Washington, DC 20Q06 

Sc£h P. Waxman, Esqcirc 
Wihncr, Cutler, Pickhdii8;;Hale amdDoirLLP 
1 875 Pennsytvania Avemoe^ N,W. 
Washington, DC20006 




I 
I 

I 



IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRICT OF VIRGINIA 
Norfolk Division 

MERCEXCHANGE, LX.C 
Flidntifi; 

CaseNO.2:01-CV.736 

V. 

EBAY, INC., and HALF.COM, INC., 
Ddendants. 

PLAINTIFF MERCEXCHAN6E, LX-C'S OBJECTIONS TO DEFENDANTS cBAY, 
INC AND HALF.COM, INC»S REQUESTS FOR DOCUMENTS AND THINGS 

Plaintiff MercExchange, L.L.C^ by comnsel and pursuant to Fed. R. Civ. P, 34 and Local 
Rule 26(c) of the United States District Court for the Eastern District of Virginia, serves the 
following Objections to the Requests for Pwduction of Documents and Things propounded by 
Defendants eBay, Inc. and Half.com, Inc. ("eBay"). MeicExchange incorporates by reference it 
previously assMted General and Specific Objections. 

GENERAL ORTECITONS 

MeicExchange hereby states the follovring objections that apply to all of the requests foi 

documents: 

MercExcbange objects to all of the requests for documents on the ground that, in 
connection with eBay's overbroad definitions and instructions, they do not provide reasonable 
time for compliance and impose an undue burden in responding thereto. 

MercExcbange objects to all of the requests for documents, and the definitions and 
instructions pertaining thereto, to the extent that they seek information or documents that are 
protected by any ^licable privilege or doctrine prechwling disclosure, including, without 



Umitatioa, the attorney-client privilege, any joiatty-held or common interest privileges, the work 
product doctrine, and/or documents or information pr^ared <x obtained in anticipation of 
litigation. 

MercExchange^objects to all of the requests for documents, and the definitions and 
instructions pertaining thereto, to the extent they seek documents or information that are 
confidential or proprietary, and/or contain trade seaets of MercExcbange or others, or 
documents and information restricted firom dissemination because of confidentiality 
commitments with other entities. 

MercExchange objerts to aU of the requests for documents, and the definitions and 
instructions pertaining thereto, as being overly broad, unduly burdensome and oppressive. 

MercExchange objects to all of the requests for documents, and the definitions arid 
instructions pertaining thereto, to the extent they seek documents or information not relevant to 
the limited issues pending before the Court and not reasonably calculated to lead to the discovery 
of admissible evidence. MercExchange further objects to the requests as exceeding the scope of 
discovery permitted by the Court's post-^peal Order and Oirinion. 

MercExchange objects to all of the requests for documents, and the definitions and 
instructions pertaining thereto, to the extent they seek to impose obligations beyond those 
imposed by the Local Rules of the United States District Courts for the Eastern District of 
Virginia, the Federal Rules of Civil Procedure, and/or other appHcable law. 

MercExchange objects to all of the requests foe documents, and the definitions and 
iiistructions pertaining thereto, to the extent they seek documents or information already in 
eBay's possession, custody, or control. 



MercExchange objects to all of the requests fcMr documents, and the definitions and 
instructions pertaining thereto, to the extent they seek documents or iafonnation not within its 
possession, custody, ac control. 

MercExchange objects to all of the requests for doaiments, and the definiticms and 
instructions pertaining thereto, to die extent they seek documents or information beyond what is 
available from a reasonable search. 

MercExchange objects to all of the requests for documents, and the definitions and 
instructions pertaining thereto, to the extent they are not Umited to a time firanae relevant to the 
limited issues pending before the Court or to the time ftame estabHshed by the Court's post- 

^peal Order and Opinion. 

OB IECTIONS TO DEFENITinNS AND INS TRUCTIONS 

1. MercExdiai^ objects to definition of "MercExdiangB" as overbroad and 
inchiding additional entities and individuals that are not parties to this action. 

2. MercBcchange objects to tiic definitions of "Altitude Capital Partners," '•uBid," 
"Amazon," "MSN," "Christie's," "Yahoo," and "ChannelAdvisor." as overbroad and including 
additional entities and individuals beyond those that would be reasonably calculated to lead to 
the discovery of admissible evidence witiiin tiie scope of this Court's post-appeal Order and 
Opinion. 

3. MercExchange objects to Uie definition of "Newman video" as vague, ambiguous, 
and argumentative. 

4. MercExdiange objects to die definition of "MercExchange Patents" as vastiy 
overbroad and encompassing patents and patent applications having no relevance to this action 
or the limited issues pending before the Court. 



5. MeicExchange objects to defiiiitions 1 6 through 19 to the extent that their literal 
application may render a document request overbroad and unduly buid^some. 

6. Mot^Exchange objects to instruction number m&ity as imposing burdens beyond 
those required by the Federal Rules of Civil Procedure and die Local Rules for the United States 
District Court for the Eastern District of Virginia. 

OB JECTIONS TO REQUESTS FOR PRODUCTION 
In addition to the genial objections above, which apply to all of the requests, 
M^Exchange makes the following specific objections: 

REQUEST NO* 1: 

All documents relating to all claims of alleged infiingwnent by eBay or Half,com of any 
of the MercExchange patents. 
OR-TECnON ; 

In addition to the general objections, MeicExchange objects to the request as vasdy 
oveibToad, not likely to lead to the discovery of admissible evidence in light of the Umited issues 
before the Court, and as exceeding the scope of discovery permitted by the Court's post-appeal 
orden As worded, this request could lit^aUy apply to every document and pleading generated 
since the outset of this litigation. As such, the request imposes an undue burden on 
MercExchange in responding. There is an affirmed jury v^ct that eBay and Halfxom willfully 
infiinged MercBxchange's 765 Patent, and defaidants have produced no evidence that they 
have ceased their inftingenaent MercExchange further objects to the request as vague and 
ambiguous with respect to "all claims of alleg^ infiingeuKnt by eBay or Half.com*" 



MereBichange further objects to the request on the ground of tiw attorney-client pivUege and 
work product doctrine. 

REQUEST NO. 2: 

All documents reUUing to any meeting, conversations, or awre^ndence brtween 
MracExchangc and/or its attJwneys and any inveaitar of the Naban patent 
OBIECnON; 

In addition to the general objections, MercExchange objects to the request on the ground 
of the attorney-client privily and the work product doctrine. MercExchange further objects to 
the request on the ground that it is overbroad and not reasonably calculated to lead to the 
discovery of admissible evidence. 

BEQUEST NO. 3: 

AU docuniMits idating to any investigatiMi that MercExchange or its attorneys made of 
flie Newman video. 

OBTECnON; 

In addition to the general objections, MercExchange objects to the request on the ground 
of the attorney-client privil^e and the work product doctrine. MercExchange fiuther objects to 
the request on the ground that it is overbroad and not reasonably calculated to lead to the 
discovery of admissible evidence. 

REQUEST NO. 4: 

All documents relating to Altitude Capital. 



OBJECTION; 

In addition to the general objections, MeicExchange objects to the request as overbroad 
and exceeding the scope of discovery permitted by the Court's post-appeal order. As such, the 
request imposes an undue burden on MercExchange in responding. MercExchange further 
objects to the request on the ground of the attorney-client laivilege and woik product doctrine. 

REQUEST NO. 5: 

All documents relating to uBid. 
ORTECnONi 

In addition to the genaal objections, MercExchange objects to the request as overbroad 
and exceeding the scope of discovery permitted by the Court's post-appeal order. As such, the 
request imposes an xmdac burden on MercExchange in re^fmding. MacExchange further 
objects to the request on the ground of the attorney-client fnivilege, the oonunon interest 
privilege, and work product doctrine. 

REQUEST NO. 6: 

Ail documents relating to any attempts by MercExchange or its attorneys or agents to 
license or sell, or offer to license or sell, any of the MercExchange patents, including, without 
limitation, MercExchange's attempts to enter into marketing or licensing arrangements with 
either Amazon, MSN, Christie's or Yahoo. 

OBJECTION : 

In addition to the gaieial objections. MercExchange objects to the request as overload 
and exceeding the scope of discovery permitted by the Court's post-appeal order. As such, the 



request imposes an undue burden on MeicExchange in responding. MercExcbange further 
objects to the request on the ground of the attorney-client privilege and work product doctrine. 
MeicExchange further objects to the request to the extent it seeks documents abcady produced m 
this litigation. 

REQUEST NO. 7: 

All documents relating to MercExchange's Ucensees, including, but not Umited to, any 
communications between MercExchange and any MercExdwnge licensee. 
nn, TKCTION ; 

. In addition to the general objections. MercExchange objects to the request as overbroad 
and exceeding the scope of discovery permitted by the Court's post-appeal order. As such, the 
request imposes an undue burden on MercExchange in responding. MercExchange further 
objects to the request on the ground of the attorney-client privUege and work product doctrine, 
MercExchange further objects to the request to the extent it seeks documents already produced in 
ihis litigation. 

REQUEST NO. 8: 

All state and federal tax letoms, including, but not Umited to, any amendments, filed by 
or on behalf of MercExchange from 2004 to the present date. 
mi |ECnON ; 

In addition to the general objections. MercExchange objects to the request as overbroad 
and exceeding the scope of discovery permitted by the Court's post-appeal order. As such, the 



request imposes an undue burden on MacExchange in responding. MercExchange further 
objects to the request on the ground of the attomey-climt privilege and work product doctrine. 

BEQUEST NO. 9: 

All documents that relate to the ChanneiAdvisw licensing agreement with 
MercExchange. 

OBJECTION: 

In addition to the general objections, MeicEx<*ange objects to the request as overbroad 
and exceeding the scope of discovery permitted by the Court's post-appeal order. As such, the 
request imposes an undue burdoi on MercExchange in responding, MercExchange furtiier 
objects to the request on the ground of fte attorney-client pirivilege and work product doctrine, 
MercExchange further objects to the request to the extent it seeks documents already produced in 
this litigation. 

REQUEST NO. 10: 

All documents relating to any harm MercExchange has suffered or may suffer due to the 
absence or denial of an injunction against eBay or HaIf,com. 
ORTECnON: 

MercExchange rdies upon its general objections. 

REQUESTNO.il: 

All documents relating to MercExchange's coipwate meetings, resolutions, or 
declarations, including, but not limited to, minutes of corporate naeetings. 



OBTECnON; 

In addition to the general objections, MercExduinge objects on the ground that the 
request is overbroad, unduly burdensome, and not likely to lead to the discovery of admissible 
evidence in light of the limited issues pending before the Court, MercExchange further objects 
to the request to the extent it pertains to documents or information beycmd the scope of discovery 
permitted by the Court's post-appeal Order and Opinion. MercExchange further objects to the 
request to the extent it seeks documents already produced in this litigation. 

REQUEST no; 12: 

AD documents related to any attempt by MercExchange to commercialize or build any 
embodiment of any claim of any of the MercExchange patents, 
OBJECTION : 

In addition to the general objections, MercExchange objects on the ground that the 
request is overbroad and unduly burdensome. MercExchange farther objects to the request to the 
extent it pertains to documents or information beyond the scope of discovery permitted by the 
Court's post-appeal Order and Opinion. MercExchange further objects to the request to the 
extent it seeks documents abeady produced in this litigation. 

REQUEST NO. 13: 

All documents relating to any ownership interest in or lien on any possible financial 
recovery from the current lawsuit 



OBJECTION; 

In addition to the graeral objections, MercExchange objects on the ground that the 
request is overbroad and not likely to lead to the discovery of admissible evidence in light of the 
lunited issues pending before the Court. MercExchange ftirther objects to the request to the 
extent it pertains to documents or information beyond the scope of discovery permitted by the 
Court's post-appeal Order and Opinion. MercExchange also objects to the request on the ground 
of the attorney-client privilege and woric product doctrine. 

REQUEST NO. 14: 

All documents relating to the amount and somce of funds received by MracExchange 
from 2004 to the present 
OB^ ^CnON: 

In addition to the general objections, MiercExchange objects on the ground that the 
request is overbroad and n(rt likely to lead to the discovery of admissible evidence in light of the 
limited issues pending before the Court. MercExchange further objects to the request to the 
extOTt it pertains to documents or information beyond the scope of discovery permitted by the 
Court's post-^peal Order and Opinion. 

REQUEST NO. IS: 

Complete file histories for Patent AppUcation Nos. 09/203^6, 09/253,014 
09/670^2; and 09/557,617. 
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OKIECnON; 

In addition to tt^ general objections, MeicExchange objects to tbe request as vastly 
oveitnoad, not likely to lead to the discovery of admissible evidence in lighl of the limited issues 
before the Court, and as exceeding the scope of discovery permitted by the Court's post-appeal 
order. As such, tbe request imposes an undue burden on MercExchange in responding. 
MeicExchange furtho- objects to the request to the extent it seeks documents already produced in 
this litigation. 

Dated: January 29, 2007 Respectfully submitted, 
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1. Whether tiie Federal Circuit erred in applying the legal 
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including Continental Paper Bag Co. Eastern Paper Bag 
Co,, 210 U.S, 405 (1908), on when it is appropriate to grant an 
iiyunction against a patent infringer^ 
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ON WRIT OF CERTIORARI 
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FOR THE FEDERAL CIRCUIT 



BRIEF FOR THE UNITED STATES 
AS AMICDS CURIAE SUPPORTING RESPONDENT 



INTEREST OF THE UNITED STATES 

The United States has a strong interest, encompassing a 
variety of perspectives, in the scope of judicial remedies for 
patent infringement, Pursnant to the Patent Clause of the 
Constitution, U.S- Const Art I, § 8, Cl. 8, Congress has 
charged the United States Patent and Trademark OfBce 
(PTO), an agency of the Department of Commerce, with re- 
sponsibility for examining patent applications, issuing patr 
ents, and advising the President on domestic and interna- 
tional issues of patent policy. See 35 U,S.C. I et seq. The 
United States is regularly engaged in litigation over the valid- 
ity and scope of patents, sometimes as a patent holder but 
more commonly as a defendant in uafringement actions. Al- 
though the United States (as well as its agents and contrac- 
tors) is not subject to injunctive relief for patent infringe- 
ment, see 28 U.S.C. 1498(a), it may seek such relief as a pat- 
ent holder. Furthermore, the United States has entered into 



(1) 



2 



international agreements that address remedies for patent 
infiingement See, e.^., Agreement on Trade-Related Aspects 
of Intellectual Property Rights, Dec 15. 1993, arts. 28, 31, 33 
I.L.M. 81, 94, 95 (TRIPS Agreement) (defining minimum 
rights of patent holders and restricting compulsory licensing). 
And because the grant or denial of patent injunctions may 
directly affect competition and innovation in the marketplace, 
this ease nnplicates questions of core concern to both the Fed- 
eral Trade Commission (FTC) and the Antitrust Division of 
the United States Department of Justice*^ 

STATEMENT 

Respondent MercExchange, Li.C. sued petitioners eBay 
Inc. and Half.com, Inc., in the United States District Court 
for the Eastern District of Virginia, alleging, among other 
things, wfllful infringement of U*S* Patent No. 5^45,265 ('265 
patent), involving the marketing of goods through an elec- 
tronic network. See Pet App. la, A jury returned a verdict 
upholding the validity of the '265 patent and finding that peti- 
tioners had willfully infrmged that patent and a related patr 
ent, and it awarded $35 milhon in damages. See id, at 2a, 29a. 
The district court redu<^ the damage award to $29.5 million 
and declined to impose permanent ii^^unctive relief. See id. 
3a, 51a, 73a. On cross-appeals, the Federal Circuit affirmed 
in part, reversed in part, vacated in part, and remanded for 
further proceiedings. See id at 3a, 28a. In particular, the 
court of appeals reversed the district court's denial of a per- 

' See geueraOy, PTC, To Promcfts Irmowium: The Prxtper Bakvnee of 
Campetitim and Patent Law cmd FoHcp (Oct 20O3) {FTC ReporC^ <httpy/ 
wwwiltgov/o^/iaoO^QteMivatian^ QfBce of the Attomey General, 
Dept of Jtistiee, Rejxyrt of the Deparimeni of Justice's Task Force on 
iTOeilectual Property (Oct 2004) <httpvywww,«8doj\gov/olF/ ip_task Jo(rce_ 
r^}Grtpdf>; Dep't cf Justice & PTC, AnUirust Guidelines for the 
Licensing of Intellectual Property (Apr. 6, 1995) (Licensing GuidslimsX 
reprinted in 4 Trade Reg, Rep. (CCH) 20,733 (19a5) <httpvywww.u8dqj.gOT/ 
atr/publiQ'gmdelineg/0558.pdf> . 
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manent iiQunction and remanded that matter for farther pro- 
ceedings. Ibid. 

A. The Statutory Remedies For Patent Infringement 

The Patent Clause of the Conistitution empovsrers Congress 
"[t]o promote the Progress of Science and useful Arts, by 
securing for limited Times to * * * Inventors the exchisive 
Right to then- * * * Discoveries.^ U.S.Const.Art 1,§8,CL 
S. Congress has implemented the Patent Clause through stat- 
utory enactments, commonly known as the Patent Acts, that 
have set out the conditions for obtaining a patent^ 

The Patent Act of 1952, as amended, provides the cur- 
rently controlling law governing the issuance of patents. See 
35 U.S,C, 1 et seg. The Patent Act confers on a patent recipi- 
ent, "[ajs a reward for inventions and to encourage their dis- 
closure,** Universal Oil Prods. Co, v. Globe OU & Refining 
Co, , 322 U.S. 471, 484 (1944), the •^right to exchide others from 
making, using, offering for sale, or selling the invention 
throughout the United States," 36 U.S.C. lB4(aXl). To pro- 
tect and enforce that right, the Patent Act farther provides 
that tile patentee "shall have remedy by civil action for in- 
fringement of his patent" 35 U5,C. 281- The Patent Act 
guarantees to prevailing patentees "damages adequate to 
compensate for the infringement," which "in no event [shall 
bel less than a reasonable royalty for the use made of the 
invention by the infrmger," and which may, in appropriate 
cases, be multiplied up to three times. 35 U.S,C. 284. The 
successfal patentee is entitled to costs and interest as a mat- 
ter of course, iWd., and, "in exceptional cases," may recover 
reasonable attorney fees, 35 U.S.C. 285. 



= See, e9r..PatentActcfl790,<^ 7,1 Stat 109; Patent Ad; of 1793. clLll» 
1 Stat 318; Patent Act of 1836. ch. 357, 5 Stat 117; Patent Act of 1839. ch 88. 
5 Stat 353; Patent Act of 1870, ch. 230, IGStat 198; Patent Act of 1339, ch. 460, 
53 Static Patent Act of 135S.ch. 950, 66 Stat 792. 
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The Patent Act also authorizes the district courts to pro- 
tect a patentee's rights through injunctive relief. 35 U.S.C. 
283. Congress first authorized iiy unctive relief as a permissi- 
ble remedy for patent infringement more than 185 years ago, 
providing that the federal courts adijudicating patent disputes 
"shall have authority to grant iiyunctions according to the 
course and princ^les of courts of equity." Act of Feb. 15, 
1819, ch. 19, 3 Stat 481. Although Congress has regularly 
revisited the patent laws, it has left that grant of equity juris- 
diction essentially unchanged.^ In its current iteration, 
adopted in 1952, the Patent Act authorizes district courts to 
grant injunctive relief in the following terms: 

The several courts having jurisdiction of cases under this 
title noay grant injunctions in accordance with the princi- 
ples of equity to prevent the violation of any right secured 
by patent, on such terms as the court deems reasonable. 

35 U.S,C. 283. 

B. The Proceedings Below 

1. Following lengthy pretrial proceedings and a five-week 
trial in which the jury found, among other things, that 
MercExchange's '265 patent was valid and had been willfully 
infinnged by petitioners, the district court considered post- 
trial motions, including MercExchange's request under 35 



' See, €L^., Patent Act rf 1836, ch, 357, §17, 5 Statu? ("courts ahaUh^ 
power, upon hill in equity filed by any party aggrieved • ♦ * to grant 
iiQunctions, accanSng to the ocforse and pnnciplee of coarts of equity"); Patent 
Act of 1870, 230, § 55, 16 Stat 206 (^e ocRiit shafl have pow^ 
equity filed by any party a^^ricved, to grant Itvjunctions aooording to the 
(sourse and prmdples of courts of eq^ty^; Patera Act of 1897^ 
Stat 694 i'*Th& seyeral courts vested witii jurisdidion of caaes arising under 
the patent laws shall have pcmev to grant iiqunctions according to the course 
and pnncLptles of equity, topreventtheviolation of anyrightsecured by patent, 
on such terms as the court deem reasonable.^; Patent Act of 1922, ch. 58, 
§ 8, 42 Stat 392 (same); Patent Act of 1946, cb. 726, 60 Stat 778 (same). 
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U.S,C. 283 for injunctive relief. See Pet App. 2a-3a, 29a^74a. 
The district court denied MercExchange*8 request for a per- 
manent injunction. Id, at 52a-59a. 

The district court stated that, under Federal Circuit case 
law, "an injunction should issue once infringement has been 
established unless there is sufficient reason for denying it.^^ 
Pet. App. 52a (dting WIL. Gore & Asbocs, v. Garlock, Inc. , 842 
F.2d 1275, 1281 (Fed- Cir. 1988)). The district court neverthe- 
less recognised that "the decision to grant or deny iiy unctive 
relief remains within the discretion of the trial judge," ibid., 
and it separately analyzed the four factors that traditionally 
govern equitable relief: (1) the likelihood of irreparable hi- 
jury; (2) the inadequacy of legal remedies; (3) the balance of 
hardship between the parties; and (4) and Hie public interest, 
id. at 53a (citing Odetic$, Inc. v. Storage Tech Corp., 14 F. 
Supp. 2d 785, 794 (E.D. Va. 1998), aff 'd, 185 F.3d 1259 (Fed. 
Cir- 1999)). See generally Weivbergerv, Rtmero-Barcelo, 456 
U,S, 305, 312-313 (1982). 

The district court concluded that the 'Irreparable harm" 
fector counseled against issuing an ii^unction. Pet App. 53a- 
55a. The court stated that, because MercExchange had estab- 
lished both the validity of its patent and the likelihood of con- 
tinuing infringement, 'Inwnediate irreparable harm is pre- 
sumed." Id. at 53a (quoting Odettes, 14 F. Supp. 2d at 794, 
and Smith IntX Ino, v. Hughes Tool Co,, 718 F.2d 1573, 1581 
(Fed. Cir.), cert, denied, 464 U,S. 996 (1983)). The court con- 
eluded, however, that petitioners had adduced sufficient evi- 
dence at trial to overcome that presumption, reasoning that 
"^the evidence of [MercExchange's] wOlingness to license its 
patents, its lack of commercial activity in practicing the pat^ 
ents, and its comments to the media as to its intent [to seek 
monetary compensation rather than an ii^unction] are sufB- 
cicnt to rebut the presumption that [MercExchange] will suf- 
fer irreparable harm if an injunction does not issue." Id, at 
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65a** The district court correspondingly determined tliat 
MercExchange had an adequate remedy at law, emphasizing 
that MercExchange had ''licensed its patents to others in the 
past and haa indicated its willingness to license the patents to 
[petitioners]'* as well. Id. at 55a-56a. 

The district court concluded that the "public interest' 
considerations were in equipoise. Pet App. 56a-58a- The 
court stated that the public interest in maintaining the integ- 
rity of the patent system usually favors equitable enforcement 
of a patentee's right to exclude. Id. at 56a« But the court 
expressed concern that, in this case, the infringed patents 
were so-called "business-method patents," which the court 
described as the subject of "growing concern" to the public. 
Id. at 57a. That fact, the court determined, tended to weigh 
against the issuance of an ii^junction, particularly because 
^ MercExchange did not itself practice its patents. Ibid, 

The district court further concluded that the 'balance of 
the hardships'* favored petitioners* Pet App. 58a-59a. It 
concluded that damages would adequately compensate Mere- 
Exchange for any future infringement and that an injunction 
would "openD a Pandora's box of new problems," including 
"contempt hearing after contempt hearing," as petitioners 
attempted to reconfigure their systems to avoid infringement 
Ibid. The court suggested that future infringement could be 
adequately deterred by the prospect of enhanced damages. 
Id, at 59a. 

2. The court of appeals affirmed the jury's finding of va- 
lidity and will&l infringement of the '265 patent, but reversed 
other aspects of the verdict, which effectively reduced the 
award for past damages to $25 million, and remanded for for- 



^ llie onirt also noted that Men^xdiaaige ''n€nre^ 
preliminary iigimction''— a factor that, although "certainly not cfispositive,** 
tended in the district court's view to undercut the presumption of irreparable 
harm, PetApp,55a. 
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thcr proceedings on an infringement claim that the district 
conrt had resolved through summary judgment Pet App. la- 
28a- Most significantly for present purposes, the court of 
appeals reversed the district court's denial of a permanent 
iryunction. Id. at 3a, 26a"28a. 

The court of appeals stated that, "[b]ecause the *right to 
exclude recognized in a patent is but the essence of the con- 
cept of property/ the general rule is that a permanent injunc- 
tion will issue once infringement and validity have been ad- 
judged." Pet App. 26a (quoting Richardson v. Suzuki Motor 
Co. , 868 1226, 1247 (Fed. CirO, cert denied, 493 U,S. 853 
(1989)). The court acknofwledged that district courts "have in 
rare instances exercised their discretion to deny iiyunctive 
relief in order to protect the public interest" Id. at 26a (quolr 
ing Rite-Hite Corp. v. KeUey Co., 56 P.3d 1538, 1547 (Fed. 
Ch-,), cert, denied, 616 U.S. 867 (1995)). It dted, as an exam- 
ple, the public's need for use of "an invention to protect the 
public health." Ibid. But it conchided that the district court 
"did not provide any persuasive reason to believe this case is 
sufficiently exceptional to justify the denial of a permanent 
iiyunction." Ibid, 

The court of appeals examined and reflected each of tiie 
district court's reasons for denying iryunctive relief. "A gen- 
eral concern regarding business-method patents," the court 
e3q)Iained, cannot justify *the unusual step" of denying a per- 
manent injunction. Pet App. 26a. Nor was it relevant, the 
court added, that future disputes might arise and require 
successive contempt hearings: "A continuing dispute of that 
sort is not unusual in a patent case, and even absent an in- 
junction, such a dispute would be likely to continue in the 
form of successive infringement actions if the patentee be- 
lieved the defendant's conduct continued to violate its rights." 
/d. at 27a. 
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The court of appeals also found nothing significant in the 
fact that MercExchange licenses, rather than uses, its pat- 
ents, A patentee's willingness to negotiate a license, the court 
stated, "should not * * * deprive it of the right to an iiyunc- 
tion to which it would otherwise be entitled," Pet App, 27a, 
MercExchange was therefore entitled to enforce its statutory 
right to exchide, even if only to increase its leverage in license 
negotiations. Such leverage, the court stated, 'Is a natural 
consequence of the right to exclude and not an inappropriate 
reward to a party that does not intend to compete in the mar- 
ketplace with potential infringers/' Ibid.^ Accordingly, the 
court of appeals adhered to what it described as "the general 
rule that courts will issue permanent iiyunctions against pat^ 
ent infringement absent exceptional circumstances," and it 
reversed the district a)urf s denial of MercExchange's motion 
for a permanent injunction. Id. at 28a. 

SUMBIART OF ARGUMENT 

The court of appeals did not accurately articulate in its 
opinion the principles governing a patentee's right to equita- 
ble relief, but that court reached the correct result in revers- 
ing the district court's denial of MercExchange's request for 
a permanent ii\junction. The judgment of the court of appeals 
should therefore be affirmed. 

I. A. The Patent Act of 1952 grants a district court dis- 
cretionary authority to issue injunctive relief to prevent the 
continuing infringement of a patent that has been adjudged 
valid. See 35 U,S.C, 283. Despite references to a "general 



^ Additioiiadly, the court hdd, it ^ irrdevBnt that M 
failed to se^ a preHminary iigunctiODt because prelunonary and permaneiit 
injuncdoos **arB distinct forms of eqintaibie relief that have different pre- 
requisites and serve entirdy dt£ferent porpoGea.** Pet App. 27ar2aa (quotum 
Lermer Germany GmbHv.LerrnarCorTp^yBi P,3d 1575, 1577 (Fed Cir. 1996), 
cert denied, 519 1059 (1997)), 
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rale" favoring iiy unctive relief, the Federal Circuit has cor- 
rectly recognized that the district court's grant of injunctive 
relief is discretionary. See Roche Prods., Inc. v. Bolar 
PhamL Co,, 733 F,2d 858, 865 (Fed. Cir. 1984), cert denied, 
469 856 (1984), 

B. The Patent Acf s provision that iiyunctions shall issue 
"in accordance with the principles of equity,'* 35 U.S.C. 283, 
directs the district courts to issue iz^unctions in accordance 
with the familiar four-factor test set out in Wevnherger v. 
RomerO'Barceh, 456 U.S. 305 (1982). Although the court of 
appeals did not recite that four-factor test in reviewing the 
district court's exercise of discretion, that test provides the 
appropriate framework for disciplined evaluation of the spe- 
cial considerations that apply to patent clauns. 

C. Because a patent confers a statutory right to exclude 
others from using a patented invention, continuing infringe- 
ment will nonnaUy result in irreparable ii^ury that caimot be 
adequately compensated by a court-imposed "reasonable roy- 
alty" for future use. Nevertheless, neither the Patent Act nor 
this Court's decisions categorically require iiyunctive relief. 
Irreparable iiyury and inadequacy of monetary relief will not 
be present in every case. Moreover, a district court's consid- 
eration of the balance of hardships and the public Interest 
may counsel against ixyunctive relief in some situations. By 
the same token, however, there is no basis for withholding 
injunctive relief in response to general concerns about poten- 
tial abuse of the patent system. The decsion whether injunc- 
tive relief is appropriate must necessarily turn on the facts of 
each case. 

D. Inthiscase, although the court of appeals did not in- 
voke the traditional four-factor test, it correctly recognized 
that the district court had improperiy relied on inappropriate 
considerations, which amounted to an abuse of discretion, and 
the court of appeals therefore properly reversed the district 
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court's denial of MercExchange^s request for an ii^unctioTi. 
The judgment of the court of appeals should be affirmed, and 
the case should return to the district court for entry of an 
appropriate decree. 

IL There is no warrant for this Court to overrule its deci- 
sion in Continental Paper Bag Co, v. Eastern Paper Bag Co., 
210 U.S. 405 (1908), or its other decisions addressing the ap- 
propriateness of granting iigunctions in patent cases. The 
Court correctly held in Continental Paper Bag that a federal 
court may grant a patentee an ii^unction preventing continu- 
ing infringement even if the patentee has "unreasonabOy]" 
failed to practice its OTvn invention, /d at 429-430. That hold- 
ingy which preserves an equitable court^s traditional discre- 
tion to grant or withhold relief, subject to review for abuse of 
discretion, is consistent with the governing legal principles. 

ARGUMENT 

L THE COURT OF APPEALS' JUDGMENT. WHICH RE- 
VERSED THE DISTRICT COUEtT'S DENIAL OF THE PAT- 
ENTEE'S MOTION FOR A PERMANENT INJUNCTION, 
SHOULD BE AFFIRMED 

Petitioners argue that the Federal Circuit has adopted a 
"nearly-automatic iiqunction rule" (Pet. Br/ 17, 26-28), has 
prevented the district courts from exercising their traditional 
equitable discretion in determining whether an injunction is 
appropriate in patent cases (id, at 20-26), and has applied an 
inappropriately demanding standard of review in place of the 
familiar abuse of discretion standard (id. at 28-41), The Fed- 
eral Circuit's patent decisions have correctly recognized that 
itgunctians issue as a matter of discretion, not as of right. At 
the same time, however, the court of appeals' opinion in this 
case does not acknowledge or articulate the traditional princi- 
ples that govern the issuance of permanent iiyunctions. Pat- 
ent litigants and the lower courts accordingly would benefit 
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from this Court's recapitalation of the controlling principles 
in light of the important consequences of patent litigation for 
competitiveness and technological progress. Application of 
those controlling principles supports issuance of an ii^nction 
in this case^ and the judgment helow should therefore be af- 
firmed* 

A. Section 283 Of The Patent Act Grants District Courts 
Discretionary Authority To Issue A Permanent Injunc* 
tion As A Remedy For Patent Infringement 

Petitioners and then: amici are correct in construii^ Sec- 
tion 283 of the Patent Act to confer discretionary authority on 
district courts to grant injunctive relief as a remedy for pat- 
ent infiiigement The plain terms of Section 283, which pro- 
vide that courts abjudicating patent disputes "may grant in- 
junctions in accordance with the principles of equity,*" fore- 
close any other construction,® When Congress enacted Sec- 
tion 283, it did so agamst the backdrop of this Court's consis- 
tent statements that the similarly worded predecessor statr 



• See /aj7iav,/CS, 643 UJS, 335, 346 (200S)CTbe word •ma^ 
connotes discreticm."); Haig v, A^, 453 ^ 2»4 aSfi (IflSl) («tM]ay* 
eicpreGstyrecogzuzessubstantaaldis^^ Conq>8re 35 11^0,283, with 35 
U,S.C. 284 (the court **shaU award the claimant damages^ (en^hads added). 
Indeed^ even less peraiissive langaage would not be coutrtmed to deprive dis^ 
tiict oDurts of their traditional equitable discretion. See United States v. 
OaHtmd Camtabie Buyen' Coopt, 532 U.S. 483, 496 (2001) ("[W]hen cSstarict 
courts are properly acting courts of equity, they have discretion unlesa a 
statute desriy provides otherwise,"); Weinbergerv. Rcmero-Btt/rtelo, 456 U^. 
305, SIS (19S2) ("Cougress may intervene and guide or control the exercise of 
the court's discretion Imt we do not li^h% sssnixie that Co^ 
todeportfironi established principlea.'^;Amoco Prod- Co.v.ViUageofGixmbeUt 
480 U.S. 531, 544 (1937) diQUiictive relieef discretianBry in absence of "dear 
indication" that iCongress "intended to deny federal district courts thar tradi- 
UooaX equitable discretioii'% 
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utes, see pp, 3-4, supra, conferred equitable discretion.^ The 
Feder^ Circuit has emphatically e3q)ressed its correct under- 
standing that Section 283 preserves that discretion: 

Section 283, by its terms, dearly makes the issuance of an 
izgunction discretionary: the court "may granf* relief "in 
aecordanee with the principles of equity The trial court 
thus has considerable discretion in determining whether 
the facts of a situation require it to issue an injunction. 

Roche Prods,, Inc. Bolar Pharm. Co,, 733 F.2d 858, 865 
(Fed. Cir.), cert denied, 469 U.S. 856 (1984). 

Since its decision in Roche ProduetSy however, the Federal 
Circuit has stated on several occasions — including the case 
below— that, as a "general rule^ a patentee that establishes 
the validity of its patent and the fact of infringement is enti- 
tled to a permanent injunction prohibiting future infringe- 
ment Pet App. 26a; see, e.g.^ Richardson v. Suz^ Motor 
Co., 868 F.2d 1226, 1247 (Fed. Cir.) ("It is the general rule 
that an injunction will issue when infringement has been ad- 
judged, absent a sound reason for denying iV*), cert denied, 
493 U.S. 853 (1989), The court below also referred to "the 
general rule that courts will issue permanent injunctions 
against patent infringement absent exceptional circum* 
stances." Pet App. 28a, Construed as enunciations of the 
governing legal rule, those statements would be erroneous; no 
"general rule" mandates injunctive relief in patent cases. The 
statements fare better, however, as descriptions of how the 

' See Pas^ VyBoath, 102 96, 97 (1880) ("Federal courts vested with 
juriBdictiaii (upon a bQl in equity] have power, in their discretion, to grant 
izquncttODS to prevent tlie violation of antyri^tsecnred by apatent^ as in other 
cases of equity cognisance.'^ see also Rice A Adams Corp. v. Lathropj 278 UJ3. 
509, 514 (1929) (discr^on in mvong interlocutosry iigunctioai); Keyesy, Eureka 
ConsoL Min. Ox, 158 U.S. 150 (1895) (denying iiyunction on equitable 
grounds); Lane d Bodley Ca v. Locke, 150 UJ3. 193, 200-201 (1898) (same); 
Roatv.Baikvay Co,, 105U.S. 189, 191-194(1881) (describing the ear^y Ameri- 
can htBtory of ii\]uncdve relief in patent disputes). 
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familiar our-£actor test for injunctive relief wiD play out in the 
typical case.^ 

Contrary to petitioners* suggestions, the Federal Circuit's 
decisions, which cite Roche Products approvingly (e-g.. Pet. 
App. 26a), do not reject the principle that a ^al court thus 
has considerable discretion in determining whether the facts 
of a situation require it to issue an iiqunction" (fioche Prods,, 
733 F.2d at 865), nor do those decisions announce a '*nearly- 
automatic injunction rule" (Pet Br, 17), Rather, those deci- 
sions repeat the past observations of courts and patent com- 
mentators that a patentee that has proved infringement of a 
valid patent and a continuing risk of infringement will usually 
be able to satis^jr the traditional standards for obtaining in- 
junctive reliefl^ 



* Cfms^DawsanChenk Co. r.Rohm&HaasCoi,448TJK 176, 197(1980) 
(The tra^tional remedy ^;amst ^ * * infiingemsat is the n^jun^Oix'Tr with 
W.L G<yrs ^Assocb., Inc. v. GarLack, Inc., 842 F^d 1275, 1281 (Fed Cir. 1988) 
("Althou^ the district court's grant or denial of an nTjunction is diacrettonary 
dq>ending an the facts of the case> ii\junctive reli^ agsdnst an adjudged 
ur&inger is usually granted,"X and ESM Fastening Sys^ Inc. v. KA J ones Co. , 
776 F^d 1^, 1524 (Fed. Cir. 1985) (liyimctrve relief against an infiioger is 

» See Odetica, Inc^ 185 F.3d at 1272 ('Thus, iMe we have stated the 
g^eral rule thscfc an iiytmctian should foUotr an infiringement verdict [dtixig 
iZtcfeoTrfson, 868 F. 2d at 1247], we also reoogni!» ^ 
a quesdon of eqinty, ex^oy considerable discretion in deternajning whether the 
&cts of a situati<m require it to issue an injunction [dtang Raehs Frods., 738 
FJ2dat8W/7. Seealso, ftp:, Donald S.C5hisiiin,iVmcq>teso^ 
(3d ed 2004); 7 Ernest B» Lipscomb III, lApBco7nb*& Walker on Patents 
§25:33, at3^^(1988& Supp. 2004); IrvingKayt<Hi,Xdyto» on Potente 1-20 
to 1-21 {l9l9);j!^€A/&Jr^neUmReliefinPaten^ 112U.Pa, 
L Rev. 1025, 1048 (1964); Note, The Enfiyrcemmt of Rights Against Patent 
liifringers, 72 Harv- L. Rev. 328, 342 (1958). 
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B, Section 283 Of The Patent Act Additionally Directs That 
Such Injunctions Shall Be Issued In Accordance With 
The Familiar Principles Of Equity 

Petitioners further contend (Pet Br. 17, 20-21) that the 
Federal Circuit has "supplanted the district courts consider- 
ation of the fourfold ^principles of equity" —requiring consid- 
eration of irreparable uyury, adequacy of legal remedies, the 
balance of hardships, and the public interest— in favor of a 
"zero (or at most one) factor test" that is ""the antithesis of the 
traditional four-factor approach," That characterization 
somewhat overstates the necessary import of the decision 
below, but it does raise a matter of valid concern- 
Petitioners are certainly correct in their premise that 
Section 283, which provides that patent iigunctions shall issue 
"in accordance with the principles of equity," 36 U,S.C. 283, 
directs the district courts, when a4ji»dicating private patent 
rights, to issue iigunctions in accordance with the famQiar 
four-factor test As this Court explained in Weinberger v. 
Rom&ro-Barcelo, 456 U-S. 305 (1982), **the basis for injunctive 
relief in the federal courts has always been irreparable iigury 
and the inadequacy of legal remedies." /d, at 312. When the 
parties "present competing claims of iigury/' the court must 
also "balancCe]" their interests in light of the possible injuries 
that might result from granting or denying the request for 
injunctive reliel Ibid, (quoting Yakm v. United States, 321 
U-S. 414, 440 (1944)). Furthermore, the court "should pay 
particular regard for the public consequences in employing 
the extraordinary remedy of iiy unction." Ibid, If Congress 
had intended %o depart from established principles" and base 



15 



iigunctivG relief on a different standard^ it would have made 
that intention manifest, /d, at 313.*^ 

The Federal Circnit, in this case as well as others, has not 
explicitly recited the traditional four-factor test when review- 
ing a district court^s grant or denial of permanent iijunctive 
relief/^ The court of appeals' faflure to do so in a particular 
case is not itself a basis for reversal. Nevertheless, the court 
of appeals' analysis would proceed in a more disciplined fash- 
ion if the court expressly applied the abuse-of-discretion stan- 
dard with explicit reference to the traditional four-factor test, 
which provides the requisite framework for evaluating the 
distinct considerations that apply to patent claims.^ 



^ CongreEs has eEerdsed that prerogative in 
limited respects. Mosfc significanljyr Cozigress has elimiiiated the district 
dHurts* jurisdictioa m eqiut^ to eajam the infiringom^ of a patent by the 
federal govenmient (or its o£Scm or ageats» or co^^ S^28UJ3.C. 
1498(a). AsthisCknaHhasrecQgnlzed^Secti^ 

aUegiDgfedei^gGFrerzimeQtinfHnge^^ SeeCtvzisrv, 

FnpaidPo»t8ec(mdaryBduc.Expef^ 

64SnJl(I999). TBieFedeiBlCircinthaBapprc^riafcelyappli^ 

to hold that) even after obtaining a verdict cf infiingementi a patenctee cannot 

prevent a maimfacturer fincan soppljrmg inMxitg^ng devices to the govcnunent 

See WJL Go7« <&Assoc8., 8«t F2d at 128^1283. 

^ In contrast^ t^e Federal (Xrouitxoatme(ydtes a Bii^^ 
wievringthegranttsr denial of preliminary B6e,e,g,^ReehohIntX 
Ltd. V. J. Baker, Jna, 32 F2d 1552, 1555 (Fed, Cir. 1994); IlUnois Tool Wofics, 
Inc. V. Grip-Pah Inc., 906 FAi 679, 681 (Fed. CSr. 1990); Hybriiech Inc. v. 
il66attLaft&,849F^dl446,1451(Fed.Cir.l988). AsthiftCourthaaejqdaned, 
^tjhe standard for a preliminary injunction is essratially the same as for a 
permanent ir^imctiQn vith tlie exception that the platntifif mu&t show a 
likelihDOd of success on the merits rather tlianactudsucoeeB^^ AmocoProd. 
ax.480UJS.at546n.12. 

" As aprereqixisteto8Z]yeqp]itBbterdief,aeot3TttmistaIsoco2^ 
traditional defenses to equitable relief, such as laches «r andean hands* The 
Federal Circuit routinely addresses such matters. See, e.^. , Odettes, Inc^ 185 
F.3d at 1272-1273 (patentee not entitled to permanent iiQunctaon as to products 
nianufactured during laches period); Syinbol Techd^ Inc. v. L$fnel$on Med^, 
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1, Irreparable Injury. As this Court recognized in 
Amoco Produetum, some transgressions of legal rights, by 
virtue of the "nature" of the iiyury, toII often produce 'irrep- 
arable" consequences. 480 U-S. at 545. Infringement of a 
valid patent typically feUs vritWn that category. By definition, 
infringement deprives a patentee of its '*right to exclude oth- 
ers from making, using, offering for sale, or selling the inven- 
tion," 35 U-S-C. 154(aXl), which in turn may result in "irrepa- 
rable injury" by denying the patentee, for some unrecoverable 
period of time, the only legal right that a patent conveys. See 
Dawson Chem. Co. v. Rohm & Haas Ca, 448 U.S. 176, 215 
(1980) ("the essence of a patent grant is the right to exclude 
others from profiting by the patented invention"); Motion 
Picture Patents Co, v. Universal Film Mfg. Co., 243 U.S, 502, 
510 (1917) ("It has long been settled ttiat the patentee re- 
ceives nothing from the law which he did not have before, and 
that the only effect of his patent is to restrain others from 
manufecturing, using or selling that which he has invented."). 

The prospect that infringement will produce irreparable 
harm arises whether the patentee actuaUy uses its invention 
or licenses others to do so. Infringement may alter the mar- 
ketplace in ways that cannot be readily restored, by affecting:, 
for example, market share, reputation for innovation, and 
intangible competitive opportunities, such as the opportunity 
to be first to market with a particular technology, to establish 
a particular technology as a de facto industry standard, or to 
develop and patent further improvements to the original de- 
sign. Accordingly, a patentee liiat has obtained a judicial 
determination of continuing infringement of a valid patent can 

Edu& dResearchFwnd., 422 F.3d 1378, 1384-1385 (Fed. Cir.2005) (prosecu- 
tion laches barred enforcement of patent); see also AC Asikerman Co. v, RL. 
Chaides Const Co., 960 1020» 103&-1O4S (Fed. Cir 1992) (m banc) (con- 
traslaiig the doctnnes of laches and eq^ 

Ok y. McFmiing, 363 F.3d 1336. 1341-1342 (Fed. Cir. 2004) (discussing patent 
misuse). 
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normally make a strong showing of *^eparable hann" based 
upon its statutory right to exclude others from using or sell- 
ing the invention.^ 

2. InadeqtLocy of Legal Remedies. As this Court also 
noted in Amoco Prodoictiony there are some transgressions 
of legal rights that, by their "nature," can "seldom be ade- 
quately remedied by money damages." 480 U.S. at 545. The 
financial consequences of patent infringement, which denies 
the patentee the economic reward that spurs innovation, see, 
e.g.y Mazer v. Stein, 347 U.S. 201, 219 (1954); cf- Joseph A. 
Schumpeter, Capitalism^ Socialism, and Democracy 78-74 
(1942), are theoretically remediable tiirough monetary dam- 
ages. But even if damages were a permissible substitute for 
the patentee's prospective right to exclude, the quantification 
of those damages, in the form of a "reasonable royalty see 
35 U.S.C. 284, can be firaught with difficulty. See generally 7 
Donald S. Chisum, Chisum on Patmt$ § 20.03[8] (1999 & 2005 
Supp.)." 

(Tourts have no choice but to quantify monetary damages 
for past infringement See Atlas Powder Ca v, Ireco Chems., 



^ Hje Federal Circtnt has repeat«ily stated, in Ihe preliiiimary injnncfcwm 
oDDtext, that a showing of comtiuuxng infiringemant 'irsiseB a psresmnptioa cf 
irr«|>arable harm to the psteitee^ that, althou^ "rebuttable," nevertheleas 
"sliifts the ultimate burden of production an the qaesticEn of irreparable barm 
onto the alleged in&inger." Reeixik Ifitl Lid., 32 F.3d at 1556; see, €Lg, , Smith 
Inti InCf 718 F.2d at 1581. This Court has made dear, however, that eiich 
presumptioKffi are '*Gaxitraxy to b^tional eqtntabb pr^ SeeAmooo 
Pn>dCd,480UJ3.at545. The party seeking equitable reUefordmarfly bears 
the burden ()f demonstrating tibat the relief is warranted. Qee Rondeau y. 
Momnee Paper Corp., 422 49, 61 (1975). Neverflieless, continuing inr 
fringeinent that denies the patentee ^ ri^t to exdude is po^ 
irreparable harm. 

^ See,e.g.,Rilesv.SheUExfdm3dim&ProdCo.,mFM^ 
Cir. 2002); Panduit Corp. V, StMin Bros. Fiire Works, Inc., 575 F.2d 11G2, 
1168 (eth Cir. 1978); see also 2 John W, Schlicher, Patent Law: Legal and 
Ec^momic PrincipUa §§ 9:2, 9;77-^:8l ©d ed 2004), 
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773 F.2d 1230, 1233 (Fed, Cir. 1985); 35 U.S.C. 284. But the 
availability of prospective injunctive relief wiH normally weigh 
against the substitution of a court-imposed "reasonable roy- 
alty" for future use, which could be analogized to inequitable 
•"compulsory licens[ing]*^ See ibid}^ Congress has consis- 
tently tamed aside proposals to adopt broad-based compul- 
sory licensing schemes. See Dawson Chem. Co.^ 448 U,S. at 
215 n^l; HartfordrEmpire Co. v. United States, 323 U.S. 386, 
417 n.l8, 433 n27 (1945) (collecting examples).^ In addition, 
the United States has entered into international treaties re- 
specting intellectual property that preserve the patentee's 
right to exclude and that limit compulsory licensing." In light 
of such congressional concerns and international agreements, 
the courts, at a minimum, should be cautious in awarding 
monetary damages as a substitute for prospective iiynnctive 
relief. 

3. Balance of Hardships, As this Court has recognized, 
equity does not require a court to **reatrain an act the injuri- 
ous consequences of which are merely trifling." Weinberger, 
456 U.S, at 311 (citation omitted); Amoco Prod Co., 480 
U.S. at 545. When the patent litigants present legitimately 

^ See /wTB Mahurkor Double lAmsn Hemodxtdysia Catheter Patent 
Litigation, 881 P. Supp. 1354, 1397 (N J>, HL 1993) CTlie sctual mark^ beats 
judidal atteinpts to nmmc the market every 1^me» makmg injunctions the 
norma! and preferred peme4y,*0, afTd, 71 F^d 1573 (Fed, Cir. 1995); but see 
Foster v. American MacL & Fovmdry Ca, 492 F^ 1317, 1S24 (2d Cir.) 
(aDowing conqnilaciy rayMeB), cert, denied, 419 JJS, 833 (1974). 

" Congress has authonzed the unconsented use of patented inventionB in 
<mly limited drcumstancesinvolvingthefederal govemment»28 U^C. 1498(a), 
or nanw fields of technology, 42 U.S.C. 2183 (patoitB related to atomic 
energy); 42 U^C. 7603 (patents related to certain air-poilutiGn control 
technologies). 

See,«tp'..TRIPSAgreement,artB.28,31,33IX.M.at94r95;U^.-Axi^^ 
Free Trade Agreeraent, May 18, 2004^ art 17.9, 1 7 <http://www.ustr* gov 
/as8ete/Trade_Agreementa/BflatGra|/Australia_PTA/Fi^ 
Index. html>. 
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eompetmg claims of iiyury, the court should consider whether 
injunctive relief fairly "balances the conveniences of the par- 
ties and possible injuries to them." Weinberger, 456 U.S. at 
312 (citation omitted). The balance of hardships invariably 
depends on a fact-specific inquiry that may weigh in favor of, 
or against, iiyunctive relief in a particular patent case. As a 
general matter, and absent countervailing evidence, it favors 
s^cturing injunctive relief to protect the patentee's judi- 
cially validated right to exclude without subjecting the in- 
fringer to disproportionately injurious consequences. More- 
over, the balance of hardships inquiry can consider actions of 
the patentee that, while not rising to the level of providing a 
defense to equitable relief, nonetheless counsel against en- 
joining defendants who have acted in good faith* The balance- 
of-hardships inquiry can temper the hardship that mi^t oth- 
erwise fall on a non-wiDfdl infringer, particulariy one that has 
in good faith invested effort or capital without knowledge of 
the infringement By contrast, that inquiry correspondingly 
disfavors the willful infringer. 

4 Public Interest. This Court has repeatedly acknowl- 
edged "the important role of the 'public interest' in the exer- 
cise of equitable discretion." Amoco Prod. Co.y 480 U.S. at 
545. In patent Ktigation, there is a general public interest m 
"maintaining the integrity of the patent system," Odetics, 14 

Supp. 2d at 795.** Nevertheless, the public interest may 

^ As the Court explained mBmitoBoats, Inc v. Thmder Craft BotOs, Inc. , 
489 US- 141 (1989X the federal patent system '•ecQbodies a carefully crafted 
bargain for enctniraging the creation and disclosure of new, uBcfiil, and non- 
obvious advances in teehnolpgy and design in return for the exdusive rig^ to 
practice the invention for a period of years." 7d at 15(^-161. TliUB,whfle the 
publle may have disarete interests in unbroken access to aparticular invention 
that militate against ixtjuncdve rdief in aparticular case, in the ordinary ease 
the enforoemant in equity of a patentee's cxchaave right to the invention 
generally advances the public interest, as identified by Congress, by guaran- 
teeing to the patentee the benefit of the basic bargain reflected in the patent 
fiy&tenL See id at 151. 
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weigh against an injunction that would "frustrat[e] an impor- 
tant public need for the invention." Rite-Hite Corp, v, Kelley 
Co. , 56 F.3d 1538, 1547 (Fed, Cir.), cert, denied, 516 U.S. 867 
(1995). As in the case of balancing hardships, the inquiry wiQ 
depend crucially on a fact^pecific inquiry. The question is 
not whether injunctive relief would merely inconvenience 
third parties, but rather whether such relief would undermine 
an identifiable public interest in the realm of national secu- 
rity, public health or safety, the operation of commerce, or 
ol^er comparable areas of vital concern to tanocent third par- 
ties or the public at large. See IBM Br. 21-23; Securities In- 
dustry Ass'n (SIA) Br. 6-10; Business Software Alliance 
(BSA)Bn2W0. 

C- The Granting Or Withholding Of Iigunctive ReUef 
Should Turn On The Facts Of Bach Case Rather Than 
On Gveneral FoUey Concerns Respecting Potential Abuse 
Of The Patent System 

Petitioners and many amid express concern that the Fed- 
eral Circuit's allegedly "automatic" or "near automatic" in- 
junction rule in patent cases invites abiiaive htigation and 
stifles innovation. See, Pet. Br- 24r-25; Time Warner Br. 
8-25; BSA Br, 7-12; American Innovators* Alliance (AIA) Br, 
22-30. Those entities may overstate the extent to which the 
Federal Chxuit has, in feet, adopted an **automatie" or "near- 
automatic" patent iiyunction rule. But, in any event, they 
raise vahd concerns that an automatic iiyunction rule has no 
place in the inherently discretionary inquiry into the appro- 
priateness of b^unctive relief and that uiqustifled or overly 
broad injunctive relief in pcertumlar cases can produce abuses 
that impair competitiott and innovation. The solution lies, 
first, in the district courts' careful application of the familiar 
four-factor test for equitable relief; and second, in the Federal 
Circuit's review of the district courts' determinations of ap- 
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propriate relief under the abuse-of-discretion standard. See 
pp. 11-20, sttpm. 

A more exacting application of traditional equitable princi- 
ples will properly foreclose, or limit the scope of, iiyiinctive 
relief in appropriate cases. A careful application of those 
principles would ameliorate^ for example, the so-called "hold- 
up" and "patent thickef" scenarios, in Miiich an opportunistic 
patentee may theoretically exploit the additional leverage 
afforded by an iigunction to e3cbract "windfall" or "in 
terrorem" settlements far out of proportion to the value of the 
patent at issue. See, cif^., Pet Br, 34, 47, 49; Time Warner Br. 
8-12; BSA Br, 5-12; SIA Br. 18-19; Computer & Communica- 
tions Indus. Ass*n Br. 2-3, 7-8; AIA Br. 25-29; sec generally 
FTC Report ch, 2, at 25-29; id ch. 3, at 34-41, 51-53.^ In such 
a scenario, a district court might properly conclude, after 
taking account of the balance of hardships and the public in- 
terest, that injunctive relief is In^propriate.^ 



^ A hddHip scenario mi^t ariBe, as one eExaznpie^ in the cas e of the imple- 
mentation of industry standards. Apatenteemayaseertlhatite patents cover 
govemmeiit^matidated or mdustry-adqprted tedmical standards, such that 
every economically feasible tnoplementatiaa of tiie standard necessarily 
in&iziges the patent gjeoerslOy Msrk A, Lext^ 
Rights and SUmdardrSeti^ Orvomzatkm, 90 Cal. L. Rev. 1889 (2002); 
3sidcBU,M\i^€SCf Patenting l7idustnrySf(^^ Marshall L, Rev, 897 

(2001); see also Rambus Inc. v. Iftfinecn Teehs. AG, 318 F.3d 1081, 1107-1109 
(Fed. Cir, 2003) (Prost, J., dissentii^g in part) (descrilnng a hold-up scheme), 

^ See Weinberger, 456 at 311-312 (the remedy of ii\ji2jiction is not 
availablfi to restrain an act the itgurioos consequences of wbidi are merely 
trifling" (quoting ConsaHdated Cawsl Ca v, Mssa Omd Co. , 177 U.S. 296, 3Q2 
(1900))). The *lK)ld-up"pKWemianotan0wconcerampatentlaw,a»dfede^ 
courts have in the past exercised their discretion to ^ny equitable relief in 
appropriate cases. Kg,, Hoe v. B^istonDcalyAdimliserCorp., 14 F. 914, 915 
(C.C JD. Mass. 1883) (denying an tnjunctioin because the bazm to the defendant 
would be severe, and 1t]he only advantage ^^lich the plaintifk could derive 
from an ii^unction, would be to put them in a better situation ♦ * * for the 
further conduct of [Ucense] ii^jotiationEs]**). 



22 



Petitioners' and the amici's concerns extend, of course, to 
other scenarios apart from the "hold-up" and "patent thickef" 
problems, ranging from the practice of **siibmarme patenting^ 
(e.g., AIA Br. 27-28) to the emergence of opportunistic '^patent 
litigation" entities {e,g., BSA Br. 12-18). Although a proper 
application of traditional equitable principles should serve to 
alleviate those concerns to a significant extent, they ratse 
questions that reach well beyond the specific issues in this 
case and may imphcate concerns better addressed through 
targeted legislation than through general statements about 
the proper application of the four-factor test to scenarios not 
before the Court" The potential for abuse should not ob- 
scure the reality that continuing infringement of a valid pat- 
ent typically produces irreparable injury that is not readily 
compensable through a comlrin^Ktsed prospective royalty and 
that the public and private equities frequently weigh in favor 

^ In Bome sach cases, the patertt lav already provides potential sduttoms. 
See, e.g,. Symbol Techa., Inc., 422 F.3d at 138448^ (n^ere the patentee 
porpofiefiLlIy ddayed issuance of patent daiixis to ambush infringcgrs* the 
equitable dodzineafprosecutionladies barred enforcement of the patent); /n 
Ti85off«se,3()3 1362 (Fed Cir,2002)(affirmmg pro's aj^^ 
cation laches); see alsoFTO, Changas to Practice fin-QnUimtifngAppliea^ 
Requests fi)rCont!hvu0dExamx^^ 

Paientably Indigtinet daims, 71 Fed. Reg. 48 (2006) (panaposing guidelineB ta 
ininxnii£e dels^ini^aanceofpateE^). In other cases of s^pparesit ineqiuty, 
the underlying concerns may arise from patentability standards that ext^d 
protecdon to disoavedes that aU^edly fail to satiflfythe statutory criteriafor 
patentability^ send are best addressed (if at all) by r^erence to those standards 
rather than by a4}osting the rules governing the avalability of itguncthre relief 
for valid patents. See,ft^.,JTCJ&EportExecutiveSuinm.afc8-12,14^^^ 
recommetidations for patent reform, including diminatioQ of ''dear and 
coovindi^g evidence*^ burden of proof for patent invaMty and modification of 
test for nanobviouencss^ Pet for Cert in KSR Inti Co. v. Tei^ftex /tmi , 126 S. 
Ct 327 (2005) (No. 04-1350) (i^e&tmg United States' views on test for nan- 
obviousness). And in still other cases, the problem may lie in the need for 
legislation to address policy concerns tJhat are beyond the purview of the courts. 
See FTCJZcyort Executive SuiB^ 12-14, 15-17 (FTC'srecammendatians 
for admimstraiive and le^slative reform). 
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of injunctive relief. Curtailing the traditional availability of 
equitable relief in those circumstances will disrupt settled law 
and investment-backed expectations without solving much- 
mooted problems that are not presented by this ease. 

D. Althoufirh The Court Of Appeals Did Not Recite The Gov- 
erninsr Equitable Principles, It Correctly Concluded 
That The District Court Abused Its Discretion In Deny- 
ing A Permanent Iigunction In This Case 

The court of appeals did not recite or explicitly apply the 
traditional four-part test that governs the district court's ex- 
ercise of equitable discretion, but it properly concluded that 
the district court abused its discretion by relying on inappro- 
priate considerations in withholding equitable relief. Because 
this Court '^reviews judgments, not statements in opinions," 
the court of appeals' judgment should be affirmed, and the 
case should be returned to the district court for entiy of an 
appropriately tailored injunction. E,g. , Johnson v. De Gran- 
dy, 512 U.S. 997, 1003 n*5 (1994) (citations omitted)."^ 

1; MercExchange*8 Willingness to License its Patents 
Does Not Establish a Lack of Irr^arable Harm or the Ade- 
quacy of Legal Remedies. The dfetrict court abused its dis- 

" Ttusre is no merit to petLtianers' objection (Petw Br. 29) that the court of 
^jpeals in^proper^ ^fvpHed aMe novo'* Btandard of review, TbB Federal Cir^ 
cuithasmatJe dear thJatitresvicTO a difl^ 

relief under an ahuse-of-discretion standard. See, €,g,t Odetics^ 185 at 
1272; Jokna Hopkirts Univ, v. CeUpro, IttCy \S2 FM 1342, 1354 (1998); Joy 
Tecka^ Inc. v. FUjM, Jn<x, 6 770 (Fed. Cir. 199^); Ortho PharvL v. 
Smi^y 959 F5d 936, 945 (Fed, Cir. 1992). **An abuse of discp^n raay be 
estabMied by showing that the district court £^\hee made a dear error of 
judgment in wmgjiing relevant fadars, or exercised its discretion based on an 
errorof lawor cnfindingBwhidiwerecleaiiyerroneouB.'' JoyTech&y6FSd 
at 772. Although the court of appeals did not esqilidtiy state that it was 
applying the abuse-of-discretion standard in tliis case, its analysis is oondstent 
^th tiiat standard, because the court rested its deepen on the distr^ 
legal errors in relying on improper factors and in giving potentially relevant 
factors undue weight SeePet App;26a^Sa. 
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cretion by accepting petitioners' submission that MercEx* 
change's willingness to license its patents, as reflected in its 
public statements and commercial actions, is "sufficient" to 
establish lhat MercExchange will not "jsuffer irreparable 
harm if the injunction does not issue," Pet App. 55a, and that 
monetary diamages can provide "an adequate remedy at law," 
id, at 56a« A patentee's willingness to license its inventions 
and its behavior in doing so are not irrelevant to a district 
court's inquiries into "irreparable harm" and "adequacy of 
legal remedies," and those considerations may in some cir- 
cumstances support a determination that the prerequisites for 
equitable relief have not been established, Imt they provide no 
basis in this case for concluding that the harm is reparable 
and damages wiD isufSca^ 

The district court's error rested in treating a patentee's 
willingness to provide its inventions on negotiated terms to 
selected licensees as surrendering more generally the paten- 
tee's statutory right to exclude others* The district court 
simplistically treated patent licensing agreements as merely 
fixing a general royalty rate for unrestricted use of tiie pat- 
ent But patentees fi^uently structure licensing agrjeements 
to accomplish a variety of purposes apart from pure remuner- 
ation for use. A patentee may seek, for example^ to establish 
incentives for particularly profitable uses of the uivention; 
promote widespread acceptance of the technology in order to 
make related products more attractive or successful; promote 
its own brands by requiring licensees to display its trade- 
marks on products incorporating the licensed technology; 
mitigate the risk of "blocldng patents" by requiring licensees 



^ A patentee's wiUingnesB to license is nxietli^^ 
pat^tee bnmdiy engs^ in unrestncted, n(Hk^^ 

for fixed compensatjony ^ch could suggest tbat the patentee may be 
adequately ccnnpensated, on a prospective basis, by char^g^ the infringer an 
appmpriate royalty* But that is not the situation here. 
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to grant back to the patentee a nonexclnsive license to any 
improvements it may develop; and carefully select its licens- 
ees to protect the reputation of Uie products and services 
associated with the patent and thus with the inventor. See, 
e,g, , Liceming Guidelines § 2.3, at 20,733, 

In this case, MercExchange's licensing agreements con- 
tained specific conditions and limitations.^ Accordfajgly, 
MercExchange's practice of licensing, witiiout more, does not 
provide an adequate basis for concluding that the barm from 
infringement is reparable and money damages are an ade- 
quate recompense for an infringer's unrestricted use of the 
patent PeLApp.27a, A contrary result could deter economi- 
cally efficient licensing arrangements, as patentees might be 
unwilling to enter into individually taitored Ucensing arrange- 
ments if an adjudicated infringer could later seize upon their 
willingness to license as a basis for denying injunctive relief.^ 

2. The Concerns Assodoted with Business-Method Pat- 
ents Do Not Establish a Public Interest in Denying Injunc- 
tive Relief. The district court also abused its discretion in 
relying on the **growing concern over the issuance of busi- 
ness-method patents'" (Pet App. 57a) to ofiset the normal 
understanding that the public interest favors "granting an 
injunction to protect the plaintiff's patent rights" (id. at 58a). 
The court of appeals correctly observed that a "general con- 
cern regarding business-method patents * • * is not the 



^ The AutoTE^erliceuBe, for example, was restri^^ 
of use and conditiemed the licensee's peiymeot of royahies on MercExchapge's 
prevezitLonof in&izigemezKL See 493^12. 

^ MihB court of appeals iK>ted (PeL App. 27ar28a), the district court also 
erred in relying on the plaintifif'sfaihireto8eekpre}iixiiiiaryix\ju^^ 
as indkative of €be al»ence of irreparable harm (icf. at 55a). While the 
porelnmnary ii^jimcttoa standard is sunflar to that for a pennanent itgunction, 
see note 11, suproj the remedies serve distinct purposes, and litigants are not 
obligated to seek pr^foiinary relief to ensure their ri^t to permanent relief. 
See Pet App. 27&58a; Lwner Germ<ni3^ Gm&H, W at 1577. 
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type of important public need that justifies denying iignnctive 
relief." M at 26a- Whatever the merits and proper scope of 
patent protection for busmess-method patents, this case pres- 
ents no opportunity to consider those issues, because petition- 
ers have not preserved a challenge to the validity of the '265 
patent In the present posture of this case, therefore, 
MercExchange's patent is entitled to legal protection, and the 
district court abused its discretion in relying on concerns 
about patent validity as a basis for withholding injunctive 
reliet While Congress could provide different forms of relief 
for different classes of patents, it has not done so here, and 
the "public interest'' standard is not an adequate substitute 
for such targeted legislation. 

Petitioners conspicuously do not defend the district 
court's analysis regarding business-method patents, endors- 
ing only the "general direction" of the courts reasoning- See 
Pet Br. Petitioners instead suggest (id. at 39, 40-41, 49) 
that "there might not be a valid patent to vindicate" because 
the pro has provisionally determined, m ex parte reexamina- 
tion proceedings begun after the district court's judgment, 
that the patent claims at issue in this litigation are invaKd. 
See genendly 35 U.S.C. 301^07 (2000 & Supp, II 2002),^ 
That argument, however, places inappropriate weight on the 
provisional results of the PTO reexamination proceedings, 
which have not yet cuhninated in a final agency decision, 
much less a final determination of invalidity. See 35 U.S.C. 
134, 141, 306 (2000 & Supp. II 2002) (provisions governing 



* PTO reexannnation is an adimnistrative proceeding th at nnay » but need 
not, result in the liimtation or cancellation of some or all of the daixns in a 
patent The P^ent Act autharizcB two types of reexaminfllion proeeedmga: «s 
parte reexaminationa, ^wfaich permit only limited partidpatiofn by a third-party 
requester, see 35 U^C. a>l-807 (?000 & Supp. II 2002); sacid inter partes 
recxamiimlianB, which resemble adversarial adnmiistrative litigation, see 35 
U.&C. 3U-318 (2000 & Supp. II 2002). The reexaminatian in this case, like 
most reexaminatiims conducted by the PTO, is 
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admimstnitive and judicial appeals from reexaminatdon pro- 
ceedings). The mere pendency of a non-flnal reexamination 
proceeding merits no particular weight in a district court's 
equitable calculus under Section 283, The existence of such 
a proceeding by itself implies nothing meaningful about its 
likely outcome, and a contrary rule would needlessly encour- 
age infringement defendants to request reexamination pro- 
ceedings merely to forestall a permanent injunction. See 35 
U.S.C, 302, 311 (2000 & Supp. U 2002) (authorizing third 
party requests for reexammation) " 

3. The Possibility of Contempt Proceedings Does Not Tip 
the BcUanee of Hardships in Favor of Petitioners. The dis- 
trict court further abused its discretion by giving inordinate 
weight, in balancing the hardships between the parties, to the 
prospect that issuance of an inunction following contentious 
litigation would lead to burdensome contempt proceedings. 
Pet App. 68a-69a. As the court of appeals explained, district 
courts adijudicating patent cases regularly encounter continu- 
ing disputes over compliance with resulting injunctions. Id, 
at27a» It is incongruous to conclude that the prospect of such 
disimtes favors the infringer and weiiiis against the issuance 
of otherwise warranted equitable relief. Indeed, if anjrthing, 
the live prospect of future contempt proceedings would seem 
to bolster the case for injunctive relief. Petitioners, more- 
over, vrere found to have wiUfuUy infringed MercExchange's 

" TheretBi:u>questi(Hatliat^]ftheFTOrefixam^^ 
In a final order of invaUdity, MereE^Gcl^^ 

for inlringement because th«re wauM be no vatid patent to be infringed, and 
any injunction prmbusly granted would be subject to vacatur. But the pen- 
dency of t^e <mgamg prooeedingB has no bearing on tiie remedial issues before 
this Court. If this Court afifizins the court of a^ypeals* judgment, the di^ 
courts on reinand from tie court of qipeate' mandate, 
consider whether to stay or conditLon the remedy pencfing the outcome of the 
reexatminatioin. See Slip Trade Sys., Inc. v. MetalLUe, Inc., 159 F.3d 1337, 
1341 (Fed, Cir, 1998); cf. 36 U.S.C. 318 (express^ autboriiing stays pending 
resolution of inter partes reexamination proceedings). 
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patents and therefore are in a poor posture to complain about 
the burdens that compliance might pose. Finally, as the court 
of appeals observed, in the absence of an iiijunctionj such dis^ 
putes would still **be likely to continue," but in the more bur- 
densome form of "successive infringement actions." Id. at 
27a, Requiring MercExchange, which proved its claim of will- 
fiil infringement after protracted litigation, with the obliga- 
tion to bring new infringement actions inequitably balances 
the hardships in this case* 

4. The District Court Retains Discretion on Remand to 
Accommodate the Parties' Respective Interests by Adjusting 
the Terms of the Injunction. Petitioners^ suggestions that the 
issuance of an injimction will have draconian consequences 
overlooks the power of the district court, on remand, to ac- 
commodate a wide variety of objections through careful for- 
mulation of the terms of an injunction. The court of ^peals' 
judgment does not constrain the district court from exercising 
discretion on remand in issuing {injunctive relief "on such 
terms as the court deems reasonable." 3SU,S.a283. The 
district court has ample discretion to accommodate petition- 
ers' legitimate concerns without denying to the patent owner 
the ^traditional remedy" against infringement. Dawson 
Chemical, 448 at 197; see Heeht v. Boides, 321 U^. 321, 
329 (1944) ("The essence of equity jurisdiction has been the 
power of the Chancellor to do equity and to mould each decree 
to the necessities of the particular case. Flexibility rather 
than rigidity has distinguished it"). In this case, the court of 
appeals did not dictate the particular terms of an ijqunction, 
but instead — and consistent with its limited role under the 
abuse-of-discretion standard — ^reversed the district court's 
denial of MercExchange's motion for permanent injunctive 
relief and remanded for farther proceedings. See Pet App. 
3a, 28a. This Court should affirm that judgment, which pre- 



29 



serves the district court's ample latitude to craft an ii^unction 
sensitive to the parties' (and the public's) legitimate concerns. 

IL THIS COURT NEED NOT OVERRULE ITS DECISIONS 
ADDRESSING WHEN AN INJUNCTION MAY ISSUE 
AGAINST A PATENT INFRINGER 

The Court has directed the parties to address the addi- 
tional question whether the Court should reconsider its past 
decisions, including Continental Paper Bag Co. v. Eastern 
Paper Bag Co., 210 U.S. 405 (19(ffi), that discuss the standards 
govemingissuanceofii^jundive relief in patent cases. There 
is no warrant for this Court to overrule those decisions. 

The Court's decision in Continental Paper Bag addresses 
the question whether a court may ei^oin patent infringement 
when the patentee has "unreasonabDy]" faOed to practice its 
own invention* 210 U.S. at 429-430, After an extensive dis- 
cussion, the Court ruled that an iiy'unction should issue, con- 
dudit^ that the patentee's fiulure to practice its hiyention did 
not preclude it from enforcing its statutory right to exclude 
others from using its discovery. Ibid. The right to exclude 
others, the Court observed^ is 'the very essence of the right 
conferred by the patent, as it is the privilege of any owner of 
property to use or not use it, without question of motive/' Id 
at Accordmgly, the Court explained, a patentee will nor- 
mally obtain equitable relief, at least in cases of continuing 
infringement, even if the patentee does not itself practice the 
invention. Id, at 430, Nevertheless, the Courtfs concluding 
statement left open the possibility that a case could arise 
**where, regarding the situation of the parties in view of the 
public interest, a court of equity might be justified in vrith- 
holding relief by injunction.'' Ibid, 

The Court's decision in Continental Paper Bag wguably 
contains questionable dicta that could be read to support an 
erroneous rule of automatic or nearly automatic injunctive 



so 



relief, but its central holding is sound. That holding, which 
the Court has repeatedly endorsed, is consistent with 35 
U.S,C, 283, as well as with the collective experience of the 
federal courts in app^ong the principles of equity to patent 
disputes. See, ejr., Zenith Radio Corp. v< HazeUime Research, 
Inc., 395 U.S. 100, 135 (1969); Sp^iol Equip. Co. v. Coe, 324 
UJS. 370, 378^79 (1945); Crovm Die & Tool Co. v. Nye Tool & 
Mach Wonfo, 261 U.S. 24, 34-35 (1923). Furthermore, the 
Court's holding is consistent with the Patent Misuse Reform 
Act of 1988, Pub. L. No, 100-703, § 201, 102 Stat 4676, which 
makes clear that no patentee otherwise entitled to relief from 
infringement "shall be denied relief" merely by having "re- 
fused to license or me any rights to the patent." 35 U.S.C. 
271(d)(4) (emphasis added). Cf, lUinois Tool WbrJfc^ Inc. v. 
Inde^. Ink Inc., No. 04-1329 (Mar, 1, 2006), slip op. 12-13. 

As the Courts final observation in Coft;tmental Paper Bag 
makes plain, that decision does not announce any categorical 
rule requiring iigunctive relief in all patent cases. See 210 
U.S. at 430; see also Special Equip, Co., 324 U.S. at 379; RUe- 
Hite, 55 F.3d at 1547. Bather, it preserves the equity court's 
traditional discretion to grant or withhold iiqunctive relief 
based on application of the well-established four-factor test, 
subject to review for abuse of discretion. The holding in Con- 
tinental Paper Bag is accordingly consistent with the proper 
outcome in this case and should not be set aside. 

CONCLUSION 

The judgment of the court of appeals should be affirmed. 

Respectfully submitted. 
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